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THURSDAY, APRIL 19, 1956 


Unrirep Sratres SENATE, 
(COMMITTEE ON INTERSTATE AND FOREIGN COMMERCE, 
SUBCOMMITTEE ON MeprcHANT MARINE AND FISHERIES, 
Washington, Pr #4 

The subcommittee met, pursuant to notice, at 10:10 a. m., Senator 
Warren G. Magnuson (chairman) presiding. 

Present: Senator Magnuson. 

The CHatRMAN. The committee will come to order 

During the discussion on the farm bill there was a portion of the 
bill which involved the question of farm products, surplus agricul- 
tural commodities for foreign currencies, and certain statutes relating 
to the shipping which include the 50-50. As many of you recall, the 
Senate voted the provision out of the bill but during the course of 
the discussion I told the proponents of this bill that I would take it 
back to the Merehant Marine Committee, where we thought it orici 
nally belonged, and have some early hearings on the matter 

i told them I would set them as soon as we could after the so-called 
easter recess That we have done 

These hearines are being held with reeard to Senate bill 2584 


S. 2584 is as follows: 


Q 2584. 84th Cor ist 

4 I x l f t I rre I tat 
Be ut ¢ nacted by the senate and Ho iS¢ of Re presentatives of the Un ted States of 
America in Conare SS ASS¢ mole De That Lhe Act of Mareh 26, 1934 (48 Stat. 5C0 , 
as amended by the Act of June 29, 1936 (49 Stat. 1987), and the Act of August 
26, 1954 (68 Stat. 832), shall not apply to transactions under title I of the Agri- 


cultural Trade Development and Assistance Act of 1954, as amended. 


The CuarrMan. When we were on the floor that day this was 
the most important thing that was in the Senate, but I do not see 
many of them around here, although they were so interested. We 
will go ahead with our promise to the other Senators to hold hearings 
on this matter and look into it and see if it may need some modifi- 
cation—it may not. There is no use of the Chair making a preliminary 
statement about it because I think my views are pretty well known 
and have been known for a long time on the matter. As a matter 
of fact, I originated the 50-50 provision on pretty near every foreign- 
aid bill for a number of years. 

We would be glad to hear from some of the witnesses. I might 
say, technically, this bill is listed as S. 2584 on which the hearings 
take place. 








No 
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Several of the Senators wanted to testify, the Senator from Ver- 
mont, the Senator from New Mexico, the Senator from South Dakota. 
It will be recalled that the Senator from New Mexico and the Senator 
from Ho ith Dakota originally introduced this bill. Senator Mundt 
also wants to testify. The Senator from California is here and he 
has a very short statement. 

We would be clad LO heal from him. 


STATEMENT OF HON. THOMAS H. KUCHEL, A UNITED STATES 
SENATOR FROM THE STATE OF CALIFORNIA 


Senator Kucnent. Thank you very much, Mr. Chairman. 
By way of introduction I would like to say that 1 was very glad 
to join with you in the action which the Senate took with respect to 


the 50-50 amendment that was involved in the farm legislation as it 
came from the committee. That problem is properly before you and 
your committee at this time. That is where it ought to be: that is 


where it should have been from the first. 

As earnestly as I should like to find a way to clear our granaries 
and warehouses of surplus farm products which are costing the tax- 
payers a tremendous bill for storage, I feel I must urge this committee 
to withhold approval of the pending legislation to exempt shipments 
of such commodities to foreign purchasers from provisions of the 
Cargo Preference Act. 

I must oppose the bill before your committee because, in my view, 
it would have the effect of penalizing one segment of our American 
economy—and one which itself needs all the support and encourage- 
ment Congress can give it—in the hope of benefiting another activity. 
I do not believe our Nation can be healthy and prosperous if one type 
of enterprise is to be assisted at the expense of another. 

The reasoning behind the Cargo Preference Act is sound. I only 
regret that it has not been applied more widely and has not produced 
more substantial results. 

This committee is thoroughly aware, I know, of the repeated efforts 
to weaken this law and of the position taken by a majority of the 
Senate on two occasions in the past yeu when legislation was proposed 
to modify Ol suspend the 50-50 requirement applying to overseas 
movement of cargoes in which the American taxpayer has a direct 
interest. ‘ 

I should like to recall, however, that when an effort was made to 
lift the Preference Act from shipments under the Mutual Security 
Act, Congress was warned that such action threatened to idle 10 to 15 
American-flag ships. 

The United States is not adhering to any unusual policy in seeking 
to maintain a healthy merchant marine flying the American flag. My 
attention recently was called to the way a transaction involving a 
tremendous q jantity of Canadian wheat is being carried out. 

Only a month ago Canada arranged to sell to Russia a quantity of 
1,500,000 tons of wheat over a 3 year period. The first ship scheduled 
to move this tonnage was a British vessel. The arrangements also 
called for 7 U.S. S. R. freighters to carry 128,000 tons of this huge 
volume. I find this a very interesting situation in view of the fact 
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that the first of the 7 Russian ships is reported to be an American 
Liberty, built in 1944 at Richmond, in my State of California. Very 
possibly this is one of the 87 lend-lease ships we are trying Lo el 
Russia to return out of the 121 we supplied them during World 
War II. 

Quite obviously, the U.S.5. R. drove a hard barg 
to maintain its merchant marine which seems to be employing ships 
for which the American taxpayers originally paid. Trade reports 
about the Canadian-Russian transaction are that 3 British vessels 
are scheduled to load cargoes of this wheat, so quite oby wees Canada 


ain and is SLriving 


is seeing that a snp share of the shipments move in bottoms 
belonging to the mother country’s merchant marine, 

This committee has considered in recent vears a variety of pro- 
posals to bolster and encourage the American shipping and_ ship- 


building industries. It appreciates thoroughly, I feel sure, the impor- 
tance of our merchant marine as a fourth arm of national defense 
That does not need to be elaborated. I think it is an accepted fact 


[ trust that it will reach the same conclusions as the House Merchant 
Marine Committee which recently submitted an exhaustive and 
thought-provoking oy we and which w arned that any relaxation of 
the 50-50 aw would have the effeet of underminine our oceangoing 
fleet of merchant vessels that would be vits al t to success and existence 
in event of hostilities. The House committee found the Cargo Pref- 
erence Act had not interferred with the surplus crop disposal program 
but on the contrary anv weakening of the Preference Act could jeop- 
ardize our security and gravely injure the peacetime health of the 
merchant marine. 

Orderly procedure indicates that the action which we did take 
the Senate a tew days ago with respect to the deletion of that ame ali 
ment, the 50-50 amendment, from the pending farm legislation now 
ought to be where it is—in this committee—and hearings ought to be 
held in the fashion that vou are handling it. But I did want to make 
my own position clear, Mr. Chairman, and I thank you this morning 
for a bri ief opportunity. 

The CHARMAN. Senator, let me sugevest this, too, as a background, 
because as you point out, any discussion of this bill must relate itself 
to the whole background of the merchant marine. 

I have these figures which I would like to put in the record 

At the latest reports American-flag vessels were carrying a little more 
than 20 percent of our total foreign trade, even with the 50 percent in 
Public Law 580, so that 80 percent of our trade is being earried by 
foreign-flag vessles Total cargoes carried in United States ships, 
even with Public Law 480 and other Government-financed cargoes 
cuaranteed them under the Cargo Preference Act still only amount. to 
little more than 20 percent. Of interest also is the fact that of the 
102 war-built vessels sold at bargain prices to the United Kingdom 45 
were being used in recent months to compete with Gur own vessels, 
Norway had 58 in the trade, the Netherlands had 40, and so on. 

have had figures prepared showing the total number of war-built 
ships that were sold, the nations to whom they were sold, the cost and 
sale prices and other data that would seem to be pertinent to this 
hearing. They will be inserted in the record at this pomt, 
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The figures and data menti 
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oned are appended herewith: ) 








ps were sold at bargain prices under the Ship Sales Act of 1946. More were 
sold to foreign than to American purchaser The total figures are: 
Sold to foreign purchaser 1,113 
Sold to Americar 843 
Potal 1, 956 
Under the Ship Sales Act of 194¢ ar-built dry-cargo ships were priced at 50 
perc of the prewar domestic c and this figure was adjusted downward for 
normal and war service depreciat Ww a floor price of not less than 35 percent 
f the domestic war cost... Me f ps were only 3 to 4 vears old at the 
ime of sale. Some idea of the bargain prices paid may be had by comparison 
ft lomestic war co average 1944 construction cost) and the ship sales price 
f certai es of ships sold foreis 
) Adjusted 
price 
Kt ( I $ 8 $544, 506 
M-AV 82, 464 693. 862 
C2-S-AP3 11, 87 972, 257 
B OS, 168 112. 859 
4 = ) 8. 168 912 859 
C2 B C2 2 624 957, SIS 
Ships of thes ld to ow World War II to help them 
rehabilitate their f r the al Thi in considerable measure, an 
at ood w oO for ers was, for the most part, the 
ame as that char un purchasers 
a7 ext te se ships « pet American merchant 
ar forth in a report of the Maritim«e on for the calendar 
ear 1954 ast year reported This report sit 1.059 United States 
war-b merchant dry-cargo ships 1,000 gross tons and over, under foreign 
flag, r -half, or 630, par pated in [ ed States foreign trade. Of a 
otal port of 33,418,645 eargo to of dry cargo moving in United States 
foreig! rade foreign ships carried 26,654,176 such tor of which 10,225, 456 
were carried in United States ar-b ) {s to total dry-cargo exports 
( i d | clearances, a t [ +f OS Irv-car to ed 35.374.611 
Ut arric foreig of 11,252,200 were carried in United 
st war-b hips The nna and percentage breakdown is as follows: 
( in 
( Per Cc Per 
( t cent 
{ 118, 64 0 4 ys 100. 0 
764, 469 2 765, 3 23 
I 26, 654 79.8 4,611 76.7 
} t 11, 252, 200 24. 4 
6, 428, 72 49.2 | 24,122 411 2.3 
These mar countries tha : ntly oppose the application of the 
50-50 law ide D ark, Swede Norway, and the United Kingdom It is 
of inter o note that 954, Denmark had 9 United States war-built merehant 
lry-carg »s of Which 7 participated in the United States foreign trade. Swe- 
den had 4 of | participated, Norway had 76 of which 58 participated, and 
he | ted K 1 1 had 102 such shi of which 45 participated. While these 
figures we f e last ve reported (1954) it is reasonable to expect that for 
1955 whe Publ aw 480 was in effec such United States war-built foreign- 
fl | articipat yn al ual if not an augmented basis 
I ed otherwi 
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War-biuailt vessels sold to Vorway, Denmark United Kingdon ind Swede 
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Perce { \ + 
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The CHairMAn. Now, that is what is happening and I am sure 
vou must agree that any discussion of this modification or otherwise, 
must be faced against that background of the problem that we have 
with our merchant marine 
Senator Kucnen. I think you are exactly right and I think those 
statistics ought to be shocking to the American people and particularly 
to the American citizens that are connected with the entire industry. 

The CuarrMan. Thank you, Senator 

Now, we have Senator Case here and we would be olad to hear from 
vou 


STATEMENT OF HON. FRANCIS CASE, A UNITED STATES SENATOR 
FROM THE STATE OF SOUTH DAKOTA 


Senator Cask. Mr. Chairman 

The CuarrMan. I want to say, just before the Senator from South 
Dakota starts, that we had intended to hear all the proponents of this 
bill first and then the opponents but we have had to spread them 
around a little bit. 
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Senator Casz. Mr. Chairman, I appreciate your courtesy in arrang- 
ing this hearing so promptly after this matter came up on the floor 
during the consideration of the farm bill. I also appreciate your 


courtesy in adjusting your time this morning. It | happens that I was 
sched uled. for ars adio discussion with Senator Ji ackson of your State on 
national- a lefense matters at 9:50. That ran until LO o’e loc k and it was 


simply impossible to be here. 
The CratrmMan. We are all busv and we appreciate that. 
Senator Case. Mr. Chairman, I should like to say that my interest 
in this legislation grows out of a very natural situation, All 
recoenize that we have heen contending W ith the problem of surpluses 
in agricultural commodities for the last few vears. The effort of the 


1: 


| to finding some way to market those surplus 


ecountr’ has bye el devoted 
commodities. 


\ few Vvears ago General Val lee came bac! from Korea and 


was talking about the Very poor dlet that the Korean soldier had 
I went to inve stigatine that a little bit and asked why we could not 
sell them some of our surplus commodities and take their paper 
money for it. That led to the suggestion, well, why should they 


hot provide some of the transportation for moving it? 

Well, of course, they did not have any merchant marine, but 
studying the whole problem it led me to think that we could move some 
of these surplus commodities to other countries if we would sell them 
on the most advantageous terms possible. So, both through the 
agricultural legislation and through legislation developing out of the 
Armed Services Committee, ] have sought to increase the sale of 
agricultural commodities abroad for foreign currencies and to make it 
possible for the potential customers to get them on the best terms 
available. 

I think everyone recognizes that there is no attempt or no thought 
in this legislation of denying to the merchant marine of this country 
every possible encouragement for hauling all they can of normal 
commercial transactions. But to make the thing rather simple, let 
us say that you, Mr. Chairman, were operating a store and you had 
a great supply of overcoats or you had a great ae of apples or 
something of that sort. If you put on a sale to dispose of the over- 
supply that you had of overcoats or apples, I doubt very much that 
you would say to your potential customers, “Now, I will sell these 
to you if you will let m«¢ deliver 50 pe reent of them and pay the trans- 
portation charges for that 50 percent.’’ You would say, ‘‘Here they 
are, come and get them at this bargain price.’? That is what we 
have been trying to say to the countries of the world that might have 
a market for some of our surplus wheat or corn or cotton. “We have 
an oversupply of this, we want to make it available to you on the best 
terms. Here is what it would cost in the United States. You can 
come and get it if you want or if you want us to we will deliver it. 

The Cuarrman. The only problem with your analogy is that the 
countries that want to haul these products that we are trying to 
dispose of, and ] join with the Senator in that, those countries are 
not the people that buy those products, they are just in the shipping 
business. 

Senator Case. Well, my understanding— 

The CaatrmMan. That is the only difference. Tramp rates are the 
same, practically, all over the world and our merchant marine, the 
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best information we have, sits by and these other countries do the 
varrying—Great Britain, Norway, they are not buyers to any extent 
of our surplus commodities. 

Senator Casz. I am afraid that they are, because it was my impres- 
sion that very recently there was a deal that was pending with Norway 
to buy some agricultural commodities and they said that they would 
take them if they could haul them in their own bottoms. It seemed 
illogical to me we should say to Norway, ‘‘We won’t sell this to you 
unless you permit 50 percent of it to be carried in United States 
bottoms.” 

The Cuarrman. That sale of those commodities, as I understand 

it, does not involve only what you and I think of in terms of surplus 
commodities. There has been some trouble with the perishables, 
apples, fruit from my section, but they would not be considered sur- 
pluses. We are talking about the buying surpluses of wheat and 
grain and things of that kind. 

Senator Case. Now, I think this might be appropriate at this 
time, at least it is in point, to read the comment of both the Depart- 
ment of Agriculture and the Department of State with reference to 
the bill. 

The Department of Agriculture through Acting Secretary True D. 
Morse, on the 3lst of Oetober 1955, ack lressed a letter to senator 
Ellender commenting upon this bill which read as follows: 


This is in reply to your request of July 21, 1955, for a report on 5S. 2584, a bill 
to exempt sales of surplus agricultural commodities for foreign currencies from 
certain statutes relating to shipping. The bill would exempt transactions under 


title I, Public Law 480, 83d Congress, from the cargo preference requirements of 
existing law. 


Then follows the comment: 


Th a part ment favors enactment of the bill for the following reasons: 

l. I 1 the case of maritime nations, cargo preference makes title | programing 
eapomshts in some instances and in other instances results in less desirable pro- 
grams than could otherwise be developed. 

2. The application of cargo preference to title I shipments, which constitute 


“trade” rather than “aid,’? makes it more difficult to obtain liberalization of 
restrictions against the importation of United States agricultural products into 
maritime nations 
3. The aid necessary to the maintenance of an adequate United States merchant 
marine should be provided directly in such manner that other programs will not 
be made unnece sarily costly and difficult to administer. 

The Bureau of the Budget advises that there is no objection to the submissior 
of this report. 

Sincerely yours, 
True D. Mors 

The CuHarrmMan. | think we = have a later opinion from the 
Department of Agriculture, but you will recall, Senator, that during 
the course of the debate on this cuit on the floor I submitted for the 
record a report of that day from the Department of Agric ulture as to 
how they were coming along with the disposition of their surpluses. 
In this report they said that they were doing remarkably well, that 
they had closed several transactions recently and they expec ted 
within, I forget how many months, but it is in the record, to take care 
of the whole $1,500 million worth of surpluses. 

Senator Casr. And, of course, the Congress is providing for au- 
thority for further disposals. ‘The fact——— 

Che CHAIRMAN. As a matter of fact, right there—- 
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Senator Case. In fact, I think that the Department has made a 
remarkable record in the light of the difficulties which they have 
encountered, one of which has been the 50-50 law. 

The Cuarrman. They have, as of March 26 of this year, completed 
transactions for a billion two hundred fifty-seven point seven total 
dollar agreements of their 1,500 million goal. 

Senator Case. The authority for additional disposals is being 
increased. 

The CyHarrMan. Well, we will put these all in the record—they 
speak for themselves. 

(The figures referred to are as follows: 








samt nomena és ( 
AMENDMENT TO CARGO PREFERENCE STATUTES y 


Vl 


ton 
1 
1 
$4 
) 
g 
) 


S27aN€¢ 


ams 
00 


og 


rOoOMmpvDO 
9.4 
4 
4 


\ 


mmod 
\ 

k 

Oo 


EME 


I 


l 
) 


1 


AF 


YEAI 
FISCAT 


FISCAL 
f 


gentina 








10 AMEN 


IMENT TO CARGO PREFERENCE STATUTES 


TAPLE 





AMENDMENT TO CARGO PREFERENCE STATUTES 11 


Senator Case. The chairman does not imply that the surpluses of 
all of these have all been disposed of, does he? 

The Cuarrman. They have a statement, Senator Case, which they 
are going to make tomorrow, of which I have an advance copy, in 
which they say that the program has been a success. 

Senator Cask. Yes, the program. I think that they have done 
very well in the face of the handicaps they have had, but the chair- 
man would not contend that there is no agricultural surplus yet re- 
maining to be disposed of? 

The CuarrMan. No, oh, no. 

Senator Case. Then, I should like to read the report of the De- 
partment of State which is dated October 26, 1955, and signed for the 
Acting Secretary of State by Florence Kirlin, the Acting Assistant 
Secretary. It is also addressed to the chairman of the Committee on 
Agriculture and Forestry where this bill was originally referred to 
Senator Ellender. It says: 


Reference is made to vour letter of July 21, 1955, and to the Department’s 

knowledgement of Julv 25, 1955, eoneerning S. 2584, a bill to exempt ales of 
surplus agricultural commodities for foreign currencies from certain statutes re- 
lating to shipping 

The application of cargo preference legislation to the sale of surplus United 
States agricultural commodities for foreign currencies under title | of Publie Law 
tSO, 83d Congress, has increased the difficulties attending the satisfactory negotia- 
tion of title I agreement The Depariment of State therefore supports the 
enactment of S. 2584 

The Department has been informed by the Bureau of the Budget that there is 


no objection to the submission of this report. 


I call vour attention to those 2 reports primarily because they 
are 2 Departments that are basically concerned with the problem 
of the disposal of surpluses: the Agriculture Department, because 
the surpluses are in their lap; the State Department because they 
are the ones who deal with the sensitivities of the foreiga countries 
which are potential customers. Both of them expressed the opinion, 
as you have noted what I have read, that the contimuance of the 
50-50 law with regard to these surpluses has created problems for 
them and made it more difficult to make the sales that they would 
like to make. 

The CHarrMan. We are going to hear from the State Department 
and they are going to bring us up to date on their recent opinion. 

Senator Case. Mr. Chairman, with respect to the observation which 
I have heard made since I have been in the committee room, that 
one segment of the economy should not expect to profit at the expense 
of another segment of the economy, I do not think that accurately 
describes this situation. There is no proposal here to take business 
away from the United States merchant marine that it would otherwise 
get. It is merely to develop some business that we just do not have. 

If it is true that some business is being taken by tramp vessels 
of other countries operating at the same rates, perhaps the answer to 
the problem is to provide for direct operating subsidy to the vessels. 
Sut it seems to me that it is shortsighted to say that we will not make 
these sales unless the transportation can be entirely provic { Dy 
ships under the United States flag. If we do that and do not cet the 
sale nobody profits; ind it is at the expense of the general economy 


and certainly not at the expense of any particular segment, 
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The CHaitkMan. Of course, we are still transporting little more than 
0 percent and without these cargoes IT just do not know what we 


vould be able to carry 

Secondly, | cannot see why any country would object if the rate is 
oing to be the same. We are giving them a bargain and vou might 
Suv to help us oul. We are taking away from the Treasury In one 
wand and giving them a bargain, we would have to take away on the 


other hand by allowing them to carry it. It seems to me they should 
not mplan vher they are carrving over sv percent of our cargo 
Ti 


Senator CASE. | am not concerned Ww ith the ( omplaints oft the ships 
of other flags, Mr. Chairmar 


The (CHAIRMAN. Wi I, the rovernments. 

Senator CASE. | am only concerned with thre problem we have ol 
disposing of this surplus. I think that when we put on a bargain 
sale, put the price on it, we ought to sav here it is, come and get it u 


you want Il 

The CHarrMan. | agree with vou 

Senator Case. If we are paving the transportation charges then | 
think the transportation charges should be paid 100 percent to ships 
under the American flag But if we are not paving the transportation 
charges, if we are trying to sell something at a bargain rate and some 
country wants to come and get it, | think that is up to them. Tf we 
want our ships to carry them as a matter of maintaiming the merchant 
marine business or the tramp ships in business, | think we ought to 
provide for some sort of an operating subsidy that would go directly 
to them. 

The CuarrmMan. Well, could we not provide for the operating sub 
sidy when we sell the surplus through the Agricultural Act? 

Senator Casr. It should be separated from the price of the com- 
modity then, so that the commodities ean be sold at the 

The CuatrrmMan. The Department of Agriculture does not want to 
assume this surplus, the Department of Commerce does not want 
to assume it, either. I mean the 

Senator Case. But the Department of Commerce, if it wants to 
create a subsidy for the merchant marine should not hesitate to 
provide that subsidy 

The CHatrmMan. Senator, you know the Appropriations Com- 
mittee, you know how none of them want to assume any of that, 
Well, I think vou posed a problem here and the problem of this 
committee will be to weigh what harm might be done in one case 


acainst the eood that is done in the other and see which one outweighs 


the other and make a decision on that. 

Senator Cast. May | just close with this. I know the committee 
is going to give this careful consideration, but just keep in mind this 
point, what happens when this law operates to defeat a sale? You 
just do not make a sale and nobody wins 

The CHarrnuan. Well, we will hear from the Department of Agri- 
eulture whether or not they are making the sales. They say that 
they are —1,200,000 . j 

Senator Case. T wish the chairman would ask them, have you lost 
any sales through the operation of this law. And I wish vou would 
also ask the Defense Department if they have found that this pro- 
vision has operated to their disadvantage in exchanging commodities 
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for foreign currencies, for housing, and other military activity abroad 
It is my information that it has operated to defeat the sale of com 
modities for foreign currencies both in sales under negotiation by 

Department of Agriculture and also by the Department of Defens 


The CHatrMan. We will ask them all these questions. That is 


the purpose of these hearings, to see Just what obstacles they have 
But the record does show that they have made practically all the sales 
that Congress authorized them to make. And they said they expect 
to complete the program within these next few months 

Senator Casr. And we are asking for additional authority to deal 


with some of the additional surpluses 

Will vou ask that same question to the Department of Defens 
under their authority 

The CHarrMan. We have them down here, but 

Senator Case. Mr. Chairman, | emphasize that because in the 
Armed Services Subcommittee on Real Estate and Military Construe- 
tion in the bill a vear or two ago, we created the specific authority for 
the exchange of commodities for currency for the use of housing and 
we are trying to extend that for credits for building of other military 
installations, and we have been told informally that it is a handicap 
to have this shipping restriction. 

The CnHarrMan. | think we ought to hear from Defense on this 
matter. We have a recent statement from the State Department, ] 
have not read it all, but it is a little different than the opinion before 

Senator Case. Mr. Chairman, I want to thank vou for allowing 
me to appear. 

The CHatrMan. Thank you, Senator Case. Your colleague, 
Senator Mundt has a statement he wants to put in full in the record 
and Senator Butler of Maryland also has a statement, These state- 
ments will be put in the record at this point, 

(The above-mentioned documents are as follows:) 


STATEMENT OF SENATOR Karu E, Munpt 


Mr. Chairman, I appreciate this opportunity to submit a statement favoring 
S. 2584, the legislation which would exempt sales of surplus agricultural commodi- 
ties for foreign currencies from statutes requiring substantial portions of water 
borne cargos shipped by the Federal Government to be earried in American-flag 
vessels. 

As a member of the Senate Committee on Agriculture and Forestry and as one 
of the sponsors of legislation which ultimately was included in Publie Law 480, 
I have followed implementation of that law with real interest 

In recent months, I believe the Department of Agriculture has done a com 
mendable job in selling large amounts of our surplus agricultural commodities in 
foreign markets. The job which the Congress handed to the Department and 
its Foreign Agricultural Service is an enormous one. Asa nation we find ourselves 
involved in a highly competitive buyers market for farm commodities which we 
and other nations find we have in surplus 

The world’s wheat bins are full. The 1955 world harvest of wheat was 7.4 
billion bushels and climaxed 10 vears of rising production, But world consump 
tion has not kept pace; it is now well below output Total stocks in the four 
leading wheat export countries-—the United States, Australia, Canada, and 
Argentina—are at record levels. A the same time importing countries have 
encouraged production at home In general, importing countries are encouraging 
large wheat crops because they want greater self-sufficieney in food, plus reserves 
for emergencies. 

The world competitive situation with regard to wheat is reflected in other 
commodities We are told that 4 out of every 10 bales of cottan, four out of 


7714953—56 








10 bags of rice d 25 percent of our tobaceo and rice must be sold in 
f r] We hay iwi big selling job to do 
f pressure whic] plus ert on our domestic markets for farm 
ttl 5] ( i pursue eve¢ opportunity to dispose of 
\ er irpluse n oO I re No ingle impediment should be 
wwed to ¢ ich might tip tl scales against us in our efforts to sell a com- 
ditv or co odities to a foreign natio lt is my understanding that actual 
‘ } ee of npe t nations who because 
ce of Public Law 664 of the 88d Congress decided against the purchase 
A ( il ¢ . tte egotiations were ell on the way 
OW of ki ng how many other countries would have 
led h tl} count for American s irp!] is commodities had the \ 
req e! that at least 00 pereent of the gross tonnage 
f their y lhave tol ransported on American-fiug vessels Know- 
| 3 7 ! Ist He TY that *( derable numbers of countries 
d negotiations w our Foreign Agriculture Service for the 
\ y od 
: be « 1 as an attack on tl 
| llv realize the importance of stro} ind growing mer- 
ne A str oe merchant ! ean } considered as not! ng tess than 
nt part of our overall Defense Establishment. However, I do believe 
( ng \ blend sucl vorthwhils program such 
1 up and fost merchant marine and those designed to di 
\ rican surplus commodit Both programs are meritorious: but they 
Let us ng full speed with the implementation of Public 
i Si f f DroOgTAl ure ded for the development of the merchant 
7 ? j Y d ‘ pe : Ss I t otner pri blems, 
{ Y 
UNITED STATES SENATE, 
( iTTE] INTERSTATI » For COMMERCE, 
lp 17, 1956 
H \\ RREN G \ ( »N, 
‘ ( / n Ir ? Foreiqn Co ( 
[ SN Ner H hinato dD. ¢ 


DEAR Si or: Most regretfullv, a long-standing commitment on Thursday 
4 c scheduled hearings to explore the 
effect, if any, of the cargo preference law upon the disposal of surplus agricultural 
commoditi [In view of your intimate knowledge of, and extensive assistance in 


enactit Publie Law 664, to sav nothing of your subsequent defense of it, I need 


not te ou how much importance I attach to the preservation of the principle of 

irgo preference As chairman of the Water Transportation Subcommittee in the 
3d Congress, I felt that no single piece of legislation was so necessary to the 
promotion and protection of a healthy privately owned American merchant fleet. 
My feelings in this regard are stronger now than ever. 





During the initial considerations of the cargo preference bill, particular and 
careful atte ) as given the au on as to whether or not such a preferment 
for American-flag vessels would adversely affect the disposal of surplus agricultural 
commodities \t that time, the Department of Agriculture reported that it had 
no interest in tl asure, and this factor—though by no means the only one 
was weighed very heavily before reaching the conclusion that passage of the bill 
would not hinder or hamper in any degree the disposal or surplus agricultural 
on i 

Sine he I have carefully and objectively studied everv criticism of the cargo 
preference law hicl ias been advanced Mv distinet impression is that this 
etivits purred by an understandable, but nonetheless selfish, interest of certain 
fore! ship operators, is pointed in the ur warranted direction of either partial or 
total repeal of Public Law 664. In a few instances I feel that certain farmers and 
farmers’ friends have been erroneously led to believe that the 59) 50 law, has in 
reality mpeded the disposition of surplus aericultural commodities 

I his stat f « f] g attitudes, it is extremelv fortunate for all econeerned 
farmers, mere] t iriners, and the general publie alike—that vou, as chairman 
of the Senate C I ee on Interstate nd Foreign Commeree, are scheduling 
pubile hear S tl itter to asee il with finality, whether there is any 

1 or justif ( ‘ eference Without seeming to 
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prejudge any matter of such grave importance, [am convinced that your impartial 
ind objective inquiry will reveal, in proper focus, that the cargo pre ference bill is 
sound and equitable legislation. 

Unquestionably, the recent hearings and report of the House Merchant Marine 


and Fisheries Committee provide an excellent starting point for your hearings it 
cal perhay s be irgued that the American farm rs, and even the foreign st} Ipping 
lobby, have both had their ‘day in court”? before the tiouse committee But | 
2m in complete accord with the thinking that we in the Senate should scrupulous! 
operate ee) viVvIng the opponents ol the cargo preference } ll, whatever thel 
motives, an ample and fair opportunity to present their case and opinions 


In view of my inability to attend these hearings, I have two requests to make 
First, that you express to those present my sincere regret at not being able to be 
on hand, especially emphasizing my profound intention to read and study the 


hearings very precisely. In addition to requesting that this letter be made a part 
of the record, I might, after reading the hearings, ask permission to submit 
additional statement Second. I should like to offer the services of my eo 1S- 


lative assistant, Don Webs r, who, as you know, serv 1 as counsel for the Water 


fransportation Subcommittee during the 83d Congress. Don will bring to the 
meeting certain questions which I have drafted and which I feel, if asked, might 
help to round out the record. He will be available for the period of the hearings, 
ind I hope that you will feel free to call on him for any assistance vou de 
lesirable. 


With best wishes and warmest personal regards, I an 
Sincerely vours 


The CHAIRMAN. Do we have any more witnesses on this very 
important matter? 

Thorsten, why don’t we hear from you. You have a short state 
ment, I understand, 

Mr. Kaniarvi. Yes, sir. 

The Cuarrman. Will you proceed. 


STATEMENT OF THORSTEN V. KALIJARVI, DEPUTY ASSISTANT 
SECRETARY FOR ECONOMIC AFFAIRS, DEPARTMENT OF STATE 


Mr. Kanigarvi. Mr. Chairman, members of the committee, on 
July 21, 1955, the Department received a letter from Senator Ellender 
requesting its views on S. 2584, a bill to exempt sales of surplus agri- 
cultural commodities for foreign currencies from certain statutes 
relating to shipping. The Department replied on September 26, 
1955, stating in part as follows: 

The application of cargo-preference legislation to the sale or surplus United 
States agricultural commodities for foreign currencies under title I of Publie 
Law 480, 83d Congress, has increased the difficulties attending the satisfactory 
negotiation of title I agreements. The Department of State therefore supports 
the enactment of S. 2584, 

The CuHarrMan. For the purpose of the record, the title I agree- 
ments there means the agreement for the sale of surplus? 

Mr. Kaniyarvi. The surplus commodities that you were discuss- 
ing with Senator Case a moment ago. They do not include the 
title Il commodities which are charity gifts, emergency relief and 
that sort of thing, nor title II] which are barter arrangements, and 
SO On. 

The purpose of Public Law 480 was primarily LO dispose of certain 
surplus agricultural commodities. The Department of State has the 
responsibility of negotiating Public Law 480 agreements with foreign 
governments in cooperation with the Department of Agriculture and 
through the Department's Chief of Missions abroad At thre time 
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the Di partrire nt’s letter of September 26 was written, It was rr ae 


that the 50-50 shipp iw condition was an obstacle in several the 
nevotiations Sinee the basie purpose Ol Public Law 4S0 was to 
dispose of surplus commodities, the Department favored the removal 
of What appeared to by i real obstac le ‘LO that purpose 

The Department’s position of September 26 was taken on the basis 
of information thre 1 available Lo It iF hac believed that the elimi 
nation of the 50 50 application of Public Law 480 would further the 
purposes of that xet and would not seriously affeet American shipping 


except a limited number of tramp-stvle vessels. The agricultural 
rplus disposal objective seemed paramount 

Subsequent experience indicates that the application of Public Law 
664 to transactions under title | of Public Law 480 would hamper the 
surplus-disposal program in only a few countries. 

In view of this fact, and the fact that the Department of Com- 
merece has testified to the urgent need for the continued application 
of cargo preference to agricultural commodities moving under the 
latter measure, the D¢ partment is withdrawing its support of S. 2584. 

Now, Mr. Chairman, in light of the discussion that has taken place 
in your committee thus far I think we ought to make it perfectly 
clear that this statement ts addressed to the very limited and restricted 
consideration of the application of 664 to Pul ic Law 480 or vice 
versa, that on the broader s ibject of 50-50 it Savs nothing, 

[ would like therefore, in order to lay the ground work for any 
future discussion or considerations before this committee and = so 
that we are not charged with bad faith, to make our position clear 
on this particular point. 

In taking this immediate position, the Department should, of 
course, point out that all of the problems arising from the cargo- 
preference principle have not disappeared. As envisioned in the 
President’s statement, made when he signed Public Law 664, these 
problems arise primarily in cases where this principle is applied to 
cargoes other than those originating from direct grants-in-aid. In 
addition, there exists also the problem pointed out in the report of the 
House Merchant Marine and Fisheries Committee, which raised the 
long-run question of what would happen if aid cargoes were to cease. 

With its abiding concern in an adequi ite American merchant marine, 
the Department is deeply interested in continuing to explore these 
problems in the future with your committee, Mr, Chairman, with 
other committees of the Congress, with appropriate Government 
agencies, and with the industry. Our purpose would be to assist in 
determining those policies which would insure firm and continuing 
support of the American merchant fleet. We feel that these future 
policies should insofar as possible be molded in such a way as to 
give minimum rise to foreign restrictive shipping practices and to 
reflect our overall international foreign economic policies. 

finally, Mr. Chairman, you addressed a letter to the Department 
raising a number of questions. We have prepared answers to those 
questions and with vour permission I would like to submit them for the 
record. 

The CHatrMan. All right, thank you. 

The answers of the Department of State to questions submitted by 
the chairman of this committee will be inserted in the record at this 
point. 

(The above-mentioned document is as follows:) 
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SUPPLEMENTARY STATEMENT BY DEPARTMENT OF STATE RELATIVE TO S. 2584 


ly response to questions asked Dy Senator Magnusor in his letter of April 10 
1956, to the Secretary of State 
In testimor before the House committee, mention was made of fo atzons } } 
efused to negotiate Title I deals bscause of 50-50. What ef} Lt was made to 
eva uate this a leqed vm pediment in elation to othe pm pediments 
The Department of State is satisfied that the 50-50 provision was the prineipa 
ind overriding impediment to the conelusion of these deals Definite proposals 
both as to types and quantities of commodities and uses for the local curreney pr 
ceeds, were made to three of the countries. The Department helped arrive 
those proposals and considered them reasonable and feasibl Denmark flatly 


refused to consider an agreement, giving the 50-50 provision as its sole reaso1 

The United Kingdom and Norway mentioned that besides the 50-50 provisior 

some other adjustments in the commodity composition or local currency-use 
pattern would have to be made, but both stressed that the 50-50 provision made 
discussion of the other terms academic. In the case of Sweden, no specific progran 
has been propost d but discussions have been held and the main issue even at this 
preliminary stage has been the cargo preference law. The Department is of the 
opinion that Sweden could absorb some surplus commodities. 

To summarize, the Department believes (1) that feasible and acceptable pro- 
vyrams could be absorbed by these countries, (2) that impediments other than 
their objection to the cargo preference provision would have arisen but would 
not have been Msup rable, and (3) that Publie Law 480 agreements with these 
countries would be mutualy beneficial. In view of these considerations and the 
tatements of the countries in question, it appears reasonable to accept the prop 
Osition that the cargo pr ference provision has in fact been the chief obstacle to 
Public Law 480 agreements with these countries. 


Regarding the four objecting nations (Norway, Denmark, Sweden, and United King- 
dom), what is the relative size of the merchant marine of these countries? What 
portion of total United States commerce do vessels flying these four flags currently 
carry? What proportion of imports to the United States from each of these 
countries 7s carried in home flag ve ssels? 

The relative sizes of the merchant marines of the four named countries, as of 

July 1955, were: 


( regis 
Relat 
d ton o 
United Kingdom 19. 556. 660 Ist 
Norway 7. 249. O87 i 
Sweden 2. 807, 166 10th 
Denmark 1, 651, 686 


Souree: Lloyd’s Register of Shi 


The portions of total United States commerce (excluding milits 
carried by vessels of the 4 flags are shown for the 2-year period 1953 





United Kingdom g OO 
Norway 12 03 
Swedet ; oe 
Denmark 115 


Source: Maritime Ad trat 


he percentages ol United States imports, from each of the named countries 
carried in home-flag vessels are as follows for dry cargoes only, for the vears 
1953-54. (NOTE. WW hile the submitted figure S are tor drv-cargo imports only. 
it is believed that tanker imports from these four countries were negligible 





ai 1054 
i ie Perce 
United Kingdom 
rway 
sweden ts 
Denmark 6s 4 


Source: Maritime Administration 
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How much United States foreian aid has heen aiven to those countries which has 
l A } me ind 
Lhe D art i incertall is tO What prec e Ly the committe would include 
airecti iiding foreign maritime industri Mr. Francis T Greene, president 
of the ierican Merchant Marine Institute, submitted a statement at the hearings 
of the House Committee on Merchant Marine and Fisheries (p. 514 of the hearings 
n which were sted what were considered to be the benefits redounding to foreign 
maritime interests from postwar activities of the United States. 


a Sales of 1.113 vessels ur der the Ship Sales Act of 1946. 
b) Use of counterpart funds to the extent of $350 million for the construc- 


of ip ind the rebu ding of shipvards 
c) Movement of United States aid cargoes by foreign vessels 
I de Ke Sur Ul D partments reply to this question embrac 
ill fo 1 which may have been envisioned by the committee, the foregoing 
{ d TY ImMption that | iclusive 
Of e 1,113 vessels sold, 218 were bought by the United Kingdom, 102 by 
Norway, 19 by Denmark, and 6 by Sweden. The Department is unable, in the 
time ava 1] [ break down item »)) and (¢ to determine the shares of the four 
( rie jes ( 
What is the De partme? eva atic of the basic princi} leo prin rples upon which 
these nations object to 50-50? Ts the objection limited to the application of title 
I of Public Law 489, or ts it applicalbe to all proqrams? Will they object to the 
) n ple of any { niled Sta Go ( nment p oO"”gdrants ’ 
The four countries referred to all have substantial interest in selling shipping 
services Absolute size of their merchant marines is less a measure of this than is 
ap o of merchant fleet to population, of each nation 
Norway 3.4, Sweden 0.52, United Kingdom 0.45, Denmark 0.44. These countries 
are therefore concerned with any action, wherever taken, which would curtail 
their opportunity to sell their shipping services. In the immediate situation their 
basic objection to United Sta cargo preferences stems entirelv from a natural 
desire to heir economi 
However, these countries, with certain other European maritime nations, ar 
engaged in an effort to remove all restrictions on the freest use of shipping through- 


out the world, on the theory that every such restriction hampers the trade itself. 


Here again the effort is one of self-interest but is on a long-range basis. The 
Departn ! elie, that thev are concerned about the possible ere ition of uneco 
nomic nation re ant fleets which are guaranteed commercial cargoes by their 
gover! ents nd 1 rebyv reduce the amount of cargo available for free shipping 
The Department shares this concern for the same reason of national self-interest; 
namely, the protection of the American merchant marine from fleets not operated 
upe mercial principle 


With respect to whether foreign objection is limited to title I of Publie Law 480 


pplica 0 all p rams, the Department believes that such preferences 
as requiring Government personnel and commodities to move by national carriers 
are generally epted \Iost nations follow such a procedure With outright 
gift rgoes it uso difficult for a foreign nation to object to preferential control 
even ft ) t is technically Oo! iry to the free movement theory The obje ‘- 


tions to cargo preferences would probably increase if the nature of the transaction 


appre whed that of a commercial undertaking 


To hat ¢ U'nit Sta ( erce ffected by t feral shippina arrangements 


The answer to this question is: A negligible extent at present. In a statement 


filed with the House Committee on Merchant Marine and Fisheries the Depart- 
ment expressed its concern with the degree to which many nations of the world 
are endeavoring to control, by governmental action, operations of merchant ship 
ping which should be handled on a commercial basis. This trend does not appre- 
ciably affect United States shipping as vet because the countries concerned have 
not bul ip their flee ifficr \ The applicable paragraph of the Depart- 
ment’s statement is as follows 

“Tt should be emphasized that all of the developments referred to in the fore- 


a 
roing are of comparatively recent dat It is to be doubted if any serious effect of 


£ 








\MENDMENT TO CARGO PREFERENCE STATUTES 19 


these policies iis b en fe It by the l nit d Stat S in reh init marine - As Wiis indi 
cated in the testimony of the Department’s representatives, such effeet is impos- 
sible of precise evaluation in dollars and cents at this time, The Department can 
only state that the trend is obvious, is continually growing and, in the Depart- 
ment’s opinion, once firmly rooted in will be difficult or impossible to eliminat 


What discriminations by statute or through trade practices are currently in effect 
foreign countriesé Do these have the effect of guaranteeing preference to flag 


ve ssels of those countries ? 


Actual flag preferences presently are known to be governmental in the case of 
Chile-west coast of United States; Nationalist China-Japan; France-Tuni 
Ecuador has a discriminatory schedule of consular fees which affects routing to 
some degree, and which is being protested by the United States. 

A number of countries require national-flag shipment of government-owned 
cargoes, which per se is not discriminatory, but may involve practical discrimina- 
tion in the future in eases of nationalization of industries or of centralized goy 
ment purchasing, 

Currency controls undoubtedly effect some degree of national-flag preference, 
although it is difficult to draw the line between legitimate conservation of ex 
and discriminatory practices. 

Some 37 bilateral agreements among 24 nations provide for a 50-50 division of 


S 


commercial cargoes as an ultimate goal, but in no cases have these as yet seriously 
affected shipments by American flag. 
What 1s foreign policy goal with resp ct to title / or Pu ide La S nd ha th 10 


been attained? 


Che chief foreign policy goal of title I, Publie Law 480 is the utilization of 


United States agricultural surpluses to the maximum extent possible to promot 
the economic ce velopme) of underdeveloped countries and otherwise to Tostel 
the economic strength and stability of the free world \ related foreign pe liey 


goal, the other side of the coin, in a sense, is to promote to the maximum possible 


extent the export of United States agricultural products to friendly countries 
without materially disrupting world market prices for products which are import- 


ant, and in some cases vital, sources of foriegn exchange earnings for other free 


world countrie 


It is impossib’e to measure in exact terms to what extent these goals have bee: 
; 








achieved It is relevant to mention that thus far title I agreements have been 
concluded for sales of commodities for local currencies totaling the equival nt of 
$936 million at export market value Of these, agreements valued at SS06 
million have been concluded with countries which might be classified as being 
relatively underdeveloped About 47 percent of these local currencies have been 
set aside for economic development loans \ substantial amount of the remainder 


will be used under the terms of Public Law 480 for other purposes which will 


help further to strengthen the economies of t 


ese countries 





To what extent has this goal been reached? To the exrtent ut has not been reached 
would you cite the Sp Jie types o} ve ts and trade route where / eased 
United States participation would he beneficial to the a complishment of tive 
pur pose of the ac t? 

The first of these questions has been answered, insofar as the Department is 
able to do so, in connection with the previous questior With rega d to the econd 
question, the Department does not consider itself competent to discuss types of 
vessels or trade route I both of which fields the Maritime Admini tratior 1s 
expert 
] i lerms of fo e7rgn po “1 obje clive s, , p} uw ageor ipl C areas does the Dy ) f 

consider the Public Lai LS program fa tr nost rmporta t? 


In terms of the aggregate dollar value of Public Law 480 programs already 
concluded with the underdeveloped countries in various areas of the world and 
prospects for further agreements, Asia appears to be the most important g ographi 
area. The Department regards Asia and Latin America as the most promising 
fields for economic development through the disposal of surpluses. — f'urthermors 
transactions with such countries involve a minimum of effect upon the exports, 
and consequently upon the economies, of friendly exporting countries, 
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) / \ \/ ( mittee hearing 10 
yf , 4 } by ped as a substitiite for 
( D he | Y; / 7 as to hat m this might take? 
J) the Denvart ; , , , Saag [0-50 to title I of Public 
la SY) Pye PMO hye ) or wala eement on @& Substitute plan 
Che testimony of Mr. K vith regard to direct subsidy (pp. 1386-137» 
report of henrings pp to tramp ipping, since the liners operating 
SAI ( ng. presumably are eligible for, direct 
Sul 1 er til \ I I Viel | irae Act of 1936, as amended. 
The Dey t? t col j that othe iencies of tl Government are more 
competent to discuss the technical aspects of subsidy It does consider that 
iM 1 ) | be Le pletely accomplish its 
obijecti it ( rt te rocedures whit can be distorted to give apparel 
tiheati I< LIs¢ Ml iLor practices On the part of torelg! countries 
| ndersta is that studv is being made on the ibject of direct aid to tramp 
shippil e Department of ¢ erce at the request of the President Unless 
such a st gives reason for lopting other views, the Department is of the 
opinion that e parity tvpe of operating subsidy might be applied as readily to 
A I irgoO vessel e! ed in irregular trading as to one operating on 
scheduled re ( If an American tramp is placed upon the same cost level as 
foreign tramps, it s ild be able to secure its fair share of business, subject to 
its : 1 ( pe ioning his ship 
Alte ive t 1 Sta t pay r | ed States tramp the 
lifference between vovage revenue based on the Maritime Administration scal 
if reasonable rates for American-flag vessels and the vovage revenue resulting 
from a charter-hire low enough to secure a charte) competition with foreign 
tramps This would give every available United Sta es tramp a cargo but would 
not preseribe anv percentag f aid cargoes carried 
In addition, the Department « iders that modern developments might permit 
the operation of American cargo vessels with fewer men in the erew We would 
welcome the opportunity to join in exploring all alternative means of offsetting 
the higher costs of operation of United States vessels 
With respect to the last portion of the question, the Department has receded 
from its earlier position in favo! of 8S. 2584. 
What t} De partme? oO? } atior O relgn po O reser 
” eat Ly / 


Viewed from the national defense aspect of our foreign policy, the present 
in a fleet of vessels of advanced type, in 
perhaps reasonably sufficient numbers for an initial deployment in case of national 
emergency. The system is also apparently maintaining sufficient employment in 
national shipyards to keep in existence the specialized skills which must form the 


subsidv svstem is helping to maint: 





nucleus of a wartime emergency building program. 

From the peacetime foreign policy standpoint the net of subsidized lines con- 
tributes to the prestige of the United States in littoral countries. Our merchant 
marine in total enables this country to take a leading part in international agree- 


ments and understandings for improved safety and efficiency of navigation 
Because our subsidy procedure is clear cut and direct it is in accord with principles 





which are generall recognized by other maritime nations as customary means of 
giving support to a country s merchant Marine 
Does the De partme? ew the tra Pp component of the Lone can merchant jleet as 
oft OS ‘ ) p 
Che x ply to ft s question, in the light of the word ‘essential,’’ is negative. 
From wl nformation is availal 0 the Department it appears that the Amer- 
ican ramp component”’ is less than 100 vessels and that they earry about 2 
percent of our commercial dry-cargo exports. So small a participation would 
seem to indicate that United States flag tramps have an extremely small influence 
or effect pon our ommercial trade policy 
_ Tramp rates are set by the law of supply and demand. In purely commercial 
fixtures the flag of the vessel is immaterial The world’s tramps truly constitute 
a pool which is as fluid as the name implies A shortage of bottoms in any area, 


resulting temporarily in high rates, is overcome by the gravitation of tonnage to 
that area When there is a world shortage, rates will be higher everywhere 

The Depart: nt, therefore 1 not view United States tramps as essential to 
p shipping is conducted on a price 
MASIS The existences f Americal tramps does not iarantee the American 
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exporter 4 lower-than-market rate. Unless some form of peacetime Governmer 
controls is imposed, the American tramp owner will charge always the market 
price. 

The so-called industrial carriers, which bring into the United States raw 
materials like iron ore, bauxite, gypsum, ete., are a desirable, and perhaps even 
essential, part of the country’s commercial fabric since they give an assurance of a 
steady flow of essential imports to feed basie industries of the country. This 
assurance stems from American ownership and control, but only in some cases 
from American registry. The great majority of the liftings of these American- 
owned bulk carriers therefore appears as a foreign-carrier movement 

The CuHarrMan. I understand that there is a Mr. Merrill here, too, 
that could answer some of these questions. I have not seen the 
answers but that is all in the record now. They are quite lengthy. 

Mr. Merritt. My name is R. T. Merrill, Chief, Shipping Division, 
Department of State. 

The CHarrMan. The answers are quite complete and we have 
placed them all in the record, Mr. Merrill, with our letter, and it will 
save you the time of testifying. I will read them personally and 
have the members of the committee read them, and if we have any 
further clarification, we can ask you. 

Thank you, Mr. Merrill. 

Now, Mr. Lynn. Mr. Lynn is the legislative director of the 
American Farm Bureau Federation. 


STATEMENT OF JOHN C. LYNN, LEGISLATIVE DIRECTOR, 
AMERICAN FARM BUREAU FEDERATION 


Mr. Lynn. Mr. Chairman, our statement is very brief and if you 
do not mind I will read it. 

On behalf of the American Farm Bureau Federation we wish to 
express briefly some of our views with regard to 5. 2584, the Cargo 
Preference bill. The American Farm Bureau Federation has a mem- 
bership of 1,623,222 farm families in 48 States and Puerto Rico. The 
official elected voting delegates of the member State Farm Bureaus in 
convention in December 1955, developed the following resolution 
dealing with the matter now under consideration by this committee: 


We believe in a strong lUnited Stat merchant marine Llowe e! we opp 
cargo preferences to | nited States flagships which (1) impair the competitive 
of United States farm products in forei markets and (2 juire ¢ { st 

rricul ure to bear a ai proportionate heat of the b ird l rf 


United States merchant marine, 


In keeping with the stated wishes of the chairman we will make 
our statement very brief. We submitted a more detailed statement 
to the House Committee on Merchant Marine and Fisheries which 
we are sure the committee has available. We hope that you will 
review our testimony before the Hlouse. because we believe we out- 
lined the problems involved quite clearly. 

We would like to stress at the outset that we are for a strong mer- 
chant marine. 

Mr. Chairman, the problem has been made clear concerning thi 
issue. We have shown facts which indicate sales under title I o 
Public Law 480 are being lost because of cargo preference. These 
facts have not been refuted. The answer of the merchant marine 
has been simply that without cargo preference on these sales they 
cannot survive. 


— 
c 
i 
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This statement disturbs us a great deal, because, if indeed, our 
merchant marine cannot survive without Government dictating 
that 50 percent of title I, Public Law 480, cargoes must move in 
American vessels, it indicates that approximately 1.6 percent of our 
total exports stands between success or failure of the United States 
mercnant marine. 

As the committee knows, in 1955 our total exports amounted to 
about $15.5 billion. Our total imports amounted to about $11.4 
billion Yet. some people contend the 50 percent of exports under 
title IT of Public Law 480, amounting to approximately $250 million, 
is the primary factor which can prevent bankruptey of the merchant 
marine 

As stated on page 12 of the Report of the House Committee on 
Merchant Marine and Fisheries “If all the aid cargoes were lost by 
the removal of 50 50. the percentage would be reduced from 23 to 
19.5 percent.” This means that without 50-50, that is to say, if 
this law were completely repealed, the merchant marine’s current 
tonnage would be reduced from 23 to 19.5 percent or 3.5 percent less 
We are not asking for the repeal of Public Law 664, we are simply 
recommending that the sales under title I of Public Law 480 
amounting to some $500 million annually be exempt from the cargo 
pref rence When you take account of the small amount of dollar 
volume under title I of Public Law 480 as compared to our overall 
export, then the percentage becomes very, very small. 

\fr. Chairman, the members of this committee are aware of the 
ifficult problem facing agriculture. The American Farm Bureau 
Federation iS interested in A solution to this problem. In finding a 
solution to this problem it is not our objective to harm anyone. We 
believe that if we are to find a solution to our surplus agricultural 
problems one of the most important parts of this solution is the ex- 
panding of agricultural markets, both at home and abroad. It is our 
firm conviction that cargo preference has operated to prevent sales 
of agricultural commodities under title I, Public Law 480. The 
record is replete with evidence substantiating this claim. We do 

ke the time of this committee in reviewing all of the 


details with regard to this matter. 


not wish to ta 


[ might sav that we did review those very much in detail before 
the House. Some sav that the countries who have refused to negotiate 
sales under title I, Public Law 480, are simply using the cargo pref- 


use The fact is, of course, that if this is a bluff, 
it is one that has persisted for a vear and a half and gives no evidence 
of hs ting In the meantime we are losing these sales 

We recognize full well that the situation with regard to agricultural 
utlets abroad is quite different now than it was just after World 
War IT and the more recent Korean conflict. The sale of agricultural 
commodities today in world markets is a very competitive business. 
0 do well in this market we must be prepared to sell quality 


products, competitively priced and vigorously merchandised. Publie 


ana 


If we are 


Law 480 is no give-away and has to compete in many cases with 
bilateral acreements with the Soviet bloc. Let us keep in mind that 
the Russians are becoming increasingly willing to take surpluses of 
other countries in bilateral arrangements. 

Title I of Public Law 480, which the American Farm Bureau Federa- 


tion took leadership In developing, has two primary objectives: One, 
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to crease as rapidly as possible the sale and — of agricultural 


commodities; and two, the utilization of the local currencies to the 
maximum extent possible in further promoting ailditional trade, 
it seems to us that this is one of the keys involved in this issue. If 


we can succeed in increasing our sales and in utilizing the available 
currencies for promoting further expansion of trade, then not only 
will American agriculture benefit but the merchant marine stands to 
cain because of the increased volume of agricultural sales. We 
recognize there is some conflict of interests with regard to this matter. 
Let us assure you that it is not our intention to weaken the merchant 
marine. We firmly believe that if title | of Public Law 480 is allowed 
to operate as we have envisioned, that over the long pull we will 
strengthen the merchant marine. No one benefits from cargoes not 
moved. 

We are certain that the members of this committee are well awar 
of the difficulties facing agriculture. We are sure that you agree that 
one solution to our problem is the expansion of our export outlets. 
We think you recognize our efforts to put American agriculture in a 
more competitive position abroad. We, therefore, recommend that 
sales under title I of Public Law 480 be exempt from the Cargo 
Preference Act. 

I might add here, Mr. Chairman, if I might, that a great deal of 
discussion has been had with regard to how this affects our sales in 
Western Europe, particularly in Norway, Denmark, Sweden and 
Great Britain, but more recently we have had a protest, as you are, 
I am sure, well aware from Japan with regard to this requirement of 
cargo preference, as it applies to section 402 shipments of the mutual 
security program. 

I would like to make it perfectly clear that we are not asking that 
the cargo preference law be re pealed. We are making a concession 
even within our stated policy in our resolution wiih regard to — 
matter. We are simply asking that title I sales under Public Law 
480 be exempt. 

Japan has recently protested this law. Japan is one of the best 
customers we have for agricultural commodities. We see this as a 
beginning in the Far East of a movement that may jeopardize our 
ability to export. 

One other point, if I might add, we recommended last year that the 
authorization under Public Law 480 be increased to $2 billion. ‘The 
Congress in its wisdom 

The CuatrMan. The original was $700 million, then one billion five, 
was it not? 

Mr. Lynn. That is the authorization currently, sir. 

The CHarnmMan. The current one, ves. 

Mr. Lynn. Yes, sir; we thought that should be $2 billion. How- 
ever, | think there is currently a proposal coming to the Congress to 
increase this maybe to two, or two and a half billion dollars. Publie 
Law 480 has operated in a good fashion. We would like to commend 
the Department of Agriculture and other administrative agencies of 
Government in the operation of this law. We feel very strongly 
that while this is a sales program, it is also a temporary program. 
We hope, with the modification of our domestic farm program in 
such a manner as to reduce the agricultural production and get agri- 
culture on a more solid footing, that in the very near future we may 
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be able to use methods other than Public Law 480. But, in the 
meantime we think it is absolutely imperative to agriculture and to 
the American economy that we do evervthing we can to increase 
these sales and if there is some impediment to this movement of agri- 
cultural commodities then we think it should be removed. 

The CuarrMan. I appreciate your position, but I do want to call 
your attention to the Japanese situation—call the record’s attention. 

Japan bought 100,000 tons of rice under the program and no Jap- 
anese vessel carried the rice at all. There were 2 Liberian tramps, 1 
Greek tramp, and 6 United States tramps, and 2 United States liners 
Half of it was financed on United States vessels by the United States, 
and the balance was financed by Japan. ‘This involved 642,000 which 
was financed on foreign-flag vessels and 418 financed on United States- 
flac vessels by Japan SO, apparently shipping could not be any 
excuse for Japan 

Mr. Lynn. We simply raised this, Mr. Chairman 

The CHairmMan. But, I agree with you that what trouble we do 
eet on this comes from maritime nations, only maritime nations, and 
Japan, of course, is, of necessity, and naturally, a maritime nation. 
But, in these sales, she never used any one of her bottoms. 

Mr. Lynx. We did not intend to imply that she did or did not. 

The CuHatrman. But, I might agree with vou that in the future 
there may be some question, but 

Mr. Lynn. Yes 

The CHarrMaNn (continuing). But I do not think the record shows 
we have lost these sali Ss. 

Here are the State Department’s recent answers to my questions 
My first question to the State 1) partment was in testimony before 
the House committee mention was made of 4 nations which refused to 
negotiate title 1 deals because of the 50-50. What effort was made to 


evaluate this alleved impediment in relation to other impediments? 
Then thev answer this: And here is the only sale that I know of that 
is causing most of the trouble. They say, four. The Department head 


arrive d at these proposals and considers them reasonable and feasible 
Denmark flatv refused to consider an agreement, giving the 50-50 
provision as its sole reason, the United Kingdom and Norwa\ ni ntion- 


ed besides the 50-50 provision that some other adjustments in com- 
modity COMDOSITION O! local currency use pattern would have to be 
made. Both stressed that the 50-50 provision in discussions but the 


main stress, as | understand from the record, was on some of these 
other adjustments 
i 


‘vy talk about 4, we get down to 1 sale that we have lost, 


l cat the record and see how much that was to Denmark. 
Seven point seven million was the amount involved out of a program 
that has now reached over $1,274 million. 

Mr. Lynn. Mr. Chairman 

The CHatrman. Now, | think I understand why Denmark and 
those countries were—in other words, they are trying to get 50-50 
out. I do not blame them for that. Maritime countries do not like 
it and I think they will use anything to get rid of it. 

I had an experience with the British out in my country. As you 
know, there are no American-flag reefers that call on the west coast 
and here were 2 British ships coming for apples and they said, ‘Why 
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we can only load 1 ship.” They said, “Why?” “Beeause it’s 50-50 
law.’”’ and refused to load the other ship. Now, that was purely using 
that as an excuse. It does not apply to that at all. It does not 
apply ship by ship. It merely applies over all. 

I do not blame Britain because they are a maritime country, By 
the same token, when we listen to that, here are Britain and Canada 
protesting the sale of wheat any place. 

Mr. Lynn. Well, sin 

The CHatrMan. [| think where we have these people on one hand 
telling us what we should do when it affects one of ow interests: on 
the other hand, they are protecting their own interest and I think 
we have to weigh what is in the best interests of the United States 
Maybe 3 point 5 does not mean so much percentagewise, but [ can 
tell you in some tramp operation that it is the difference between 
sailing and not sailing. 

Mr. Lynn. Well, sir, may I just add 

The CHAtRMAN. And that is the difference im the Treasury getting 
taxes from that ship and all the accouterments that come to the 
United States, sometimes. 

Mir. Lynx. Well, we can recognize 

The CHarrMan. Particularly when 80 percent of our tonnage is now 
bem ie Hed in foreign ships anyway. I do think you make a legiti- 
mate pomt on gph a sales, but it has been pretty hard for us to find 
from the State Department and otherwise just how much—-whether 
this was, as you point out, merely a bluff to al rid of it for a maritime 
nation or whether it was an actual impedime nt of the sale. 

Now, the State Department has changed its position a little bit on 
this matter. 

Mr. Lynn. They have changed it completely, Mr. Chairman, which 
is a little hard for us to understand. But, a 

The CHatrMan. LI just wanted to ask you this. Now, the House 
committee says this, and I have not got these figures, but I want to 
get them. They say using Americ an ships does not cost the recipient 
government one penny more, and does not increase the delivery cost of 
the surplus farm products, inasmuch as the importing country is 
required to deposit its own currency only to the extent of prevailing 
world freight rates. Thus the only basis for protest by foreign 
maritime nations is to benefit their merchant marine at the expense 
of ours. 

Now, if that is true, it does not cost them a penny different when 
they say they get : ove rain, surplus, under title I, then I cannot see 
any validity to this exception, except they are trying to protect their 
own merchant marine which I do not blame them. I would do the 
same thing, 

Mr. Lynn. Mr. Chairman, I would like to have it perfectly clear, 
there are 1,623,000 farm families in the United States, whom the 
American Farm Bureau Federation represents. We have no grief, 
no special sympathy for the shipping interests of these other coun- 
tries. What we are desperately trying to do here is solve this agri- 
cultural problem. We are convinced, based on the record, whether 
the Department of State can confirm these figures or not, we are 
convinced we are losing sales as a result of this measure; we feel 
our duty not only because the voting delegates of Farm Bureau have 
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said that this was wrong and it should be corrected, but also because 
we feel it is our duty to present these facts. 

The Cuarmman. And I appreciate that vour organization has been 
one of the most vigilant in this attack on Senn eiees. I appreciate 
that, but I think what we have to decide here 1 just how big an 
impediment this is, if anv. Then, of course, we Laen this background 
to look at, too: vou cannot just look at the sales of surplus, the ‘vy seem 
to be going fair!'v well, but there are many other reasons involved, 

For instance, the 1,113 of these ships we sold to them. 

Mr. Lynn. Oh, I recognize that, sir 

The CuairMan. Sold at bargain prices, incidentally. 

Mr. Lynn. Oh, ves; we know that we have given away a number 
of ships and a number of other things also, but according to our best 
information the present tramp freight market is extremely tight. 
We have been advised, for example, that during the last 2 weeks the 
normal offering by American vessels for wheat shipments to Yugoslavia, 
has been approximately $18.50 and the prescribed ceiling is roughly 
$17.20. This does not indicate, Mr. Chairman, that the American- 
flag ships are hurting for business, and to repeat, we are for a strong 
merchant marine, we will come before the Appropriations Committee 
any time we have an opportunity and recommend that the necessary 
additional subsidies be paid to the merchant marine in order to keep 
it strong. We are very much for that, but if we can generate, by 
the use of these local currencies, more sales of agricultural com- 
modities abroad and our goal is not $3 billion, it is $4 billion in exports 
of agricultural commodities, then I say to you that America will 
benefit, not only farmers but the whole economy and more importantly, 
the merchant marine will haul its share of the increased exports. 

The CHarrmMan. I hope that that is correct. This is one thing 
that is being picked on, but here is Canada protesting sales of wheat 
and I suppose that is agreeable to the United Kingdom, but in other 
countries they are protesting on the basis of cotton sales and things 
of that kind. So, there are so many factors involved here. 

Mr. Lynn. Well, we are beginning to do now what these other 
countries have been doing for a long, long time, we are beginning to 
sell competitively cotton, wheat and so forth, these other countries 
do not like it and that does not bother us a bit in the world, because 
we believe that we have got to fight for these markets and remove 
whatever roadblocks there are in order to gain export markets for 
American farmers. 

The CHarrMan. | appreciate your offer of support on the merchant 
marine because I happen to sit on the Appropriations Subcommittee 
on Merchant Marine and it is like pulling teeth to get the regular 
amount that the Government is obligating 

Mr. Lynn. Let us call it what it is, let us call it a subsidy, let us 
not do it through the indirect method. In agriculture we are not 
proud of what is happening. We are ashamed that the Department 
of Agriculture has to come before the Congress and ask for $15 billion 
authorization for commodity credit, but there it is. It is in the open, 
everybody sees it. Let us do this for the merchant marine, if they 
require additional subsidies. Of course, we realize that they are 
getting substantial subsidies from the United States Treasury now. 
However, if they require additional subsidies let us put it in the budget. 

The CHarrman. They are not getting plenty, I would not agree. 
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Mr. Lynn. The Government helps build ships and pay wage 
differentials. 

The CHatrmMan. Only subsidy on berth liners. Not all our me: 
chant marine is subsidized, only a portion of it. They have to 
compete with the rest of them. 

Thank you very much. We appreciate it and if vou have any 
other figures you would like to present we will be glad to have them 
We will take your House testimony which was more in detail and 
use that. 

Mr. Lynn. Thank vou, sir; thank vou very much. 

The Cuarmman. We will take about a 2 or 3 minute recess 

eee a short recess was taken. 


The ¢ ‘HAIRMAN. The committee will come to order. | was waiting 
for Senator Saltonstall but he has not arrived as yet. 

Mr. | Nold, your statement is not too long and we will be glad to 
hear from Vou. Mr Nold is the executive Secrevary of the National 


Apple Institute. 


STATEMENT OF TRUMAN NOLD, EXECUTIVE SECRETARY, 
NATIONAL APPLE INSTITUTE 


Mr. Noup. Mr. Chairman, we very much appreciate the op 
portunity to bring our problem in connection with this large issue 
before you this morning. 

All apple growers are interested directly or indirectly in the export 
market and are hurt by our inability to sell a normal proportion of 
the crop abroad. 

One of our problems concerns a portion of the question before the 
committee in 3. 2584. 

This part has to do with private commercial export shipments 
which could take place under Public Law 480. We ask release of this 
trade from the 50-50 shipping requirement. We believe this is a 
matter of definition or distinction. We do not believe the Congress 
ever intended the requirement to apply in the kind of trade which 
we in apples and other fruits are endeavoring to redevelop. 

Mr. Chairman, the requirement as presently construed is. self- 
defeating in the case of export trade in apples and other fruits. _ It 
cannot result in tr: 63 for our merchant marine because we are unable 
to do business under i 

Ours are not bulk or staple commodities. Fresh fruit is perish- 
able, and generally has to move under refrigeration, to markets that 
are subject to more variables than those of any other class of farm 
commodities. 

Export supplies of fruits are not Government property. They are 
not in any sense owned or controlled by Commodity Credit Corpor- 
ation at any stage of export sale. The Government assumes no 
responsibility for the actual sale, nor for the price at which they may 
be sold. 

Ours is historically an export-surplus commodity. Apples, along 
with numerous other fruits, have been an important factor in this 
country’s international commerce since 4 days of sailing vessels. 
But for 10 years now the export tre ade in apples has been only a 
fraction of its former volume. The barriers of exchange and of quota 
and other important restrictions have caused severe losses to our 
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rowers, The currency exchange provisions of Public Law 480 hold 


possibil ties tor easement ol 


some of these problems. 
‘ 1 . ' : 
Vir. Chairman, in view of some of the discussion previously this 
morning | wonder if it would be appropriate here to read the brief 
definition of surplus agricultural commodities contained in’ Public 
he CHAIRMAN. You can read it, go ahead 


Mir N OLD reading 


\ \ tu CO! odit ic ha in anv agri- 
} [, clas KInd, type, oT the pecification 
| s r | \ r pul pwned, wl } 
} 
t Lome I iit S, idequa 
| & } I } ~ ( Y ry f 


Nia ( Dairman, inh our case, once We have the necessary govern- 


mental help in respect to access and exchange, the rest is up to private 


Ti (CHAIRMAN | Waht to ask Chis and mavbe | can clear it up in 
my own mind a little better, too 
9 


The present 50—50 Ac t, ot cours : does not apply to private sales 


\Ir. Noup. It is so construed in connection with transactions under 
), that is our problem here today. 

The CHAIRMAN [ am talking about the original law, which 
is Public Law 664. Now, that appli 

Public Law 480, as you point out, holds the possibilities for some of the 
probelms of the perishable and the fruit people? 

Mr. Noup. That is correct, sir 

The CuHarrman. And that, therefore, those possibilities would 
involve currency exchange provisions? 

Mr. Noup. That is correct 

The Cuarrman. Which would then put such a sale under the 
Public Law 664? 

Mr. Noutp. We think it becomes a matter of definition and of dis- 
tinction and that is what we 

The Cuarrnman. I think you are probably correct because once the 
Government becomes involved in this currency exchange on behalf 
of the sale then the 50-50 would apply. 

Mr. Noup. So we are informed. 

The Cuarrman. But the fruit people feel and the perishable people 
feel that there would be, as you point out, possibilities under 480 to 
participate m sales under Public Law 480? 

Mr. Nop. Yes, sir. 

The CHatrman. And in that case you would have to, as you say, 
also have necessary Government help and, therefore, the Government 
would become involved. 

Mr. Noup. That is right, sir 

Now, once we have the necessary governmental help with respect 
to access and exchange the rest is up to the private seller and buyer. 

We have had no business in apples to date under Public Law 480. 

The CHatrman. That is true with most fruit people; is it not? 

Mr. Noup. I know of none under Public Law 480. 

The CuHarrman. The chairman thoroughly agrees with you and I 
know the situation quite well from my own State. We did, prior to 
World War II rely, almost, I think in our case, to 25 percent or more 


es not to private sales. but 
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on exports of fruit, particularly apples, and since World War IL it has 
been a constant struggle to trv and revive that market. 

Mr. Notp. We are still struggling, sir. 

The CHarrMan. Stil struggling and | have participated in many 
conferences and many discussions to see what we could do to revive 
that market even under the old davs when the first foreign aid came 
in. In many cases with the fruit people that is the difference between 
n vood vear and a bad Vvear. 

Mr. see That is correct, sir. 

The CHAIRMAN. So, and also I think that the shipping people here 
will agree with me that this matter of perishables is a very minute 
part of what might be tre insported under the so-called 50-50 provision. 


Mr. Noto. Yes. As a matter of fact, as you pointed out a while 
ago, there is virtually no United States reefer tonnage off the west 
coast to Murope There is United States tonnage off the east coast. 

The CHarrMan. But none off the west coast 


Mir. Noun. Our growers and shippers own the apples. Given the 
opportunity, t} ley try to se I them in compe tition with one another, 
to private commercial importers in the foreign market, usually in 
competition with offerings and shipments from other countries. 

The importing buver in the foreign market pays his own money, in 
the currency of his country. He pays the market price here —I should 
like to emphasize that—-plus the costly transportation. The entire 
contractural obligation is between seller and buyer as private parties. 

Mr. Chairman, the shipper and importer must be free Bae un- 
hindered to make shipping arrangements, suite dle to each transaction, 
according to the availability of the re quired type of space and service. 
In fresh and processed fruits alike, timing is all-important. The 
market fluctuates from day to dav and week to week. It is subject 
to seasonality, weather, and competitive arrivals or prospects. We 
have to be able to iand a shipment when the importer wants it. 

Any interference in the direct arrangements between shipper and 
importer becomes a handicap almost impossible to overcome. Nor is 
it feasible to rely on getting a commodity waiver which would be 
offset in shipments of some other commodity. We would be tied 
whatever complications and delays the latter might encounter in 
negotiations between goveruments. We lost the December-Christmas 
trade open to us in Britain under a section 402 program that way in 
1954, even though there was never any question that the waiver was 
in order. 

Let me make clear, Mr. Chairman, that the American taxpayer 
does not pay for the apples. The only Government financing which 
would enter an apple-export movement under Public Law 480 is in 
exchanging the foreign currency. That currency pays for the goods 
and services acquired in the foreign country for publie purposes of 
the United States as provided by Congress in the law. 

This exchange function was specifically designed to foster deve lop- 
ment of our agricultural export trade, not only in Government stocks, 
but also including the private trade in commodities like ours | >ving 
an export dependency. 

Mr. Chairman, the principles and practicalities involved here are 
the same on both sides of the water. It seems logical to expect that 
when the distinction in respect to private trade is clarified, it will 
make a difference in the attitude of countries which have been un- 
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willing to use the program under the previously offered conditions 
It is hard to see how they could find valid objection in principle Lo 
the wish of this Government to claim for United States-fiag vessels 
ra percentage of eargoes Which It owns or in which if carries a direct 
financial interest. The program provided by the Congress in Publ 
Law 480 is broader than that 


Phe representatives of the export-fruit Industries in this country 
: ee ie ak ; 
nave Fiven much thought to the mahner in whieh that distinetion 
1 1 eq] ] °7 
could b drawh We beheve the following ianeuace will make it 
} Be 1 r . . 1 
clear and uncomplicated This suggestion is to change the wording 
in S. 2584 bv inserting and underlining the wording 
ictlo * relate to commodities ae- 
1 ! " it prior ownership by 
Ci ( ( 
| (CHAIRMAN You have changed your originai text there; have 
) 
1] yt” 
\ 7 ry. ; } ] 1 . l.« l . } 
Ir. Noto. The original text reads all right, but it does not sound 
rod 
{>} {) r¢ 


The CHatrmMan. Do vou want to change that at the bottom of 


» added a paragraph. 

The CHarkrmMan. You have at the bottom of page 4 to “such trans- 
actions as relate to commodities acquired from producers ot handlers 
rivate trade without prior ownership by CCC,” 
fr. Nop. That is correct. 

The CuarrMan. Now, let me ask this question, why should not 
that be placed as an amendment to Public Law 664 as a practical 
matter. Suppose S. 2584 does not pass, vou still would want to 
Bae 
Mr. Notp. We have no preference in that matter. 

The CuarrmMan. We will have to check that up and have the 
legislative counsel look at that. 

Mr. Notp. Whatever manner you can make the distinction. 

The CuarrMan. So that that type of transaction would be relieved 
from the 

Mr. Nouip. No question about it. 

Congress has alway s sought to maintain the conditions which foster 
the healthy functioning of private trade Ve appreciate the com- 
mittee’s interest in our problem and urge favorable consideration of 
the remedy proposed. 

Mr. Chairman, I have read the testimony that you are about to 
hear from Mr. Burrows and some of the other statements that | 
believe have been sent in from other parts of the country on behalf 
of segments of the fruit industry. They are all consistent and we 
agree with them all. 

I have a letter here addressed to the chairman of the committee 
by Mr. C. W. Kitchen, executive vice president of the United Fresh 
Fruit & Vegetable Association, it is quite brief. May I read it into 
the record? 

The Cuairnman. Yes; you may. 


Mr. Noup (reading 


This association has members in all of the States who are engaged in marketing 
fruits and vegetables in fresh form. Many of them are engaged in export trade, 
particularly in fruits. They are directly interested, therefore, in developing every 
opportunity to ¢ xpand export outlets, 
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| the hearings of vour committe ones 2584, We desire to endorse 1 hie l¢ 
ments, including the amendment proposed, of Mr. Truman Nold on behall 
the National Apple Institute, and Mr. Fred Burrows on behalf of the Internat il 
Apple Association 
Sincerely 


( W. KitcHuEen 
Erec Vice Presid 
The CnarrMan. Thank vou. 
Senator Saltonstall is here end we will hear from him at this time. 


STATEMENT OF HON. LEVERETT SALTONSTALL, A UNITED 
STATES SENATOR FROM THE STATE OF MASSACHUSETTS 


senator SALTONSTALL. Mr. Chairman. | thank the courtesy Oi ie 
chairman very much. We are in the middle of an executive sessio1 
downstairs now in the Armed Services Committee. 


¥ Chairm: n, you perhaps will recall that } spoxe at some leneth 


in the Senate on section 307 of S. 3183, specifically on Monday, Feb 


\I 
Vi 


ruary 27, of this year, and outlined in that speech my arguments in 
t 


Opposl ion to this proposal that 


the Aet of Mareh 26, 1934, as amended by the Act of June 29, 1936, and the Aet 
f August 26, 1954, shall not apply to transactions under title I of the Agricultural 


Trade Deve lopment and Assistant Act of 1954, as amended, 


In order not to impose upon the committee’s time and good nature 
at undue length, Mr. Chairman, I request permission to file with the 
committee the text of that speech, which, containing as it does my 
arguments in Opposition to section 307 of S. 3183, sets forth simul- 
taneously the reasons for my opposition to the bill now before us, 8. 
2584, and I ask unanimous consent, Mr. Chairman, to file that state- 
ment. 

The CuarrmMan. All right, that will be put in the record in full. 

(The remarks of Hon. Leverett Saltonstall in the Senate of the 
United States on Monday, February 27, 1956, regarding A Defense 
of the Cargo Preference Act—the 50-50 Law is as follows:) 


A DEFENSE OF THE CarGo PREFERENCE Act—THE 50-50 Law 


Remarks of Hon. Leverett Saltonstall, of Massachusetts, in the Senate of the 
United States, Monday, February 27, 1956 


Mr. SALtTONHALL. Mr. President, I should like to bring briefly to the atten- 
tion of the Senate an action recently taken by the Senate Committee on Agri 
culture and torestry which I believe may well have grave consequences for our 
Nation, particularly as respects ous merchant marine, but equally as it affects 
both our program of agricultural surplus disposal and, ultimately, our national 
defense 

I refer specifically to the action of the committee in approving in section 307 
of 8S. 3183, the Agricultural Act of 1956, the exemption of the 50-50 cargo prefer- 
ence provisions of the act of March 26, 1934—Yrorty-eighth Statute at Large 
page 500—as amended by the act of June 29, 1936-——Forty-ninth Statute, page 
1987, and the act of August 26, 1954—Sixty-eighth Statute, page 832. 

By action of the committee, these acts are declared not to apply to transactions 
under title I of the Agricultural Trade Development and Assistance Act of 1954, 
as amended. In other words, the fair and equal treatment represented by the 
50-50 shipping law—Public Law 664, August 26, 1954-—is being destroved, and 
we are left to conclude that the committee has overlooked the advanta ,es—no, 
the necessities—of that measure which equally divides the transnort of farm 
surplus cargoes between American and foreign ships. 

It has been clear to the Congress for many years, as demonstrated by con- 
sistent congressional action in the past, that, if we were ever to be without a 
strong American merchant marine, foreign maritime powers would be in a po 
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I out ge : 1 fro pe ) elr owl g and a 
1 Ces e America iff eould | re i to bear ver eXISt- 
ence ed St {] Pr 2 ( iga { hie] 
] ] I a ( ) 
Mr. J Mr. Pr | si yr fre Massachusetts ld? 
| PI [DIN () CHI i) . ute from Massac setts vield to the 
5 ! Marv] 1 
Ir. S ro ral Mr P Sl¢ I 1 oO have the oor: the Senato from 
Mississiy NI Eastland, ha ded m 
Mr. P ler I do not wish to break my agreement with the Senator from 
Mississip} I told him the number of minutes . would speak However, Iam 
id to eld briefly to the Senator from Marvland., for i question 
I} RI ING Orricer. Is there objecti mn? Without objection, It Is SO 
\Iy 13 PLE! Nr Preside nt, does the Ser tor from \VIussachusetts know that 
i : I Trae p befor ! ( mmittee on Agriculture and Forestry, and that 
07 nserted i Wil! it holding anv hea gs, after the chair 
committee had promised the American Legion, the Veterans of 
Fores Wars, and other groups interested in the American merehant marine 
I SW ild be | d |} iction wa it tl 
Ir. SAL rauu. I kt d not been any hearings; and later in my 
! | Olnt oO believe tl mia r should be heard before the 
proper committee as separate matter, and not included in the agricultural bill 
\Ir 3 1LER Does the Se it from Ma sacnusett uso KNOW th al he dif- 
rere ce { el [ VO! | eC pel »and \me! i price pel Dal ~ mily 
pp 25 i | s 
Mr. SAut SI | g1ad ive the Se r from Ma ind tell me tha 
I did know i 
Mr. J PLET And that we nov arry in American bottoms only approximately 
22 percent of our total commer So the 50-50 cargoes could make very litt 
differen dollars and e¢ 
My : rALtl I thank tl Senator from Marvland for that informatior 
\ healt! American merchant marine insures stability both of rate and ot 
service, and the merest glance over our history reveals painfully clearly that wher 
‘ Without an adequate merchang fleet—invariably at times when we 
eeded l st the Conseqd nces r America have been immediate and painful, 
yoth economically and as regards our national defense Leonomically, we have 
always paid for such neglect is skyrocketing freight rates, or in goods piling 
up In our ware houses and on the docks because they could not be shipped at the 
prices demanded 
Publ Law 664, the Cargo Preference Act, more familiarly known as the 50-50 
law, is one of the pieces of legislation which contribute to the streneth, the health, 


ind the effectiveness of our merchant marine, with consequent widespread bene- 


tits for our Nation as a whole. This is one of the simplest pieces of legislation 


on our books It provides merely that at least half of all overseas cargo owned 
by our Government and paid for by American taxpayers shall be carried in 
United States merchant ships, provided they are available at reasonable rates 
On nine separaie ocessions since 1943, Congress has written this 50-50 provision 
into various aid programs. The Cargo Preference Act of itself made it unneces- 
sary to repet that procedure each time a similar program was authorized. 

The Cargo Preference Act, as fair and equitable a piece of legislation as can 
be recalled, has done several worthwhile things: 

First. it has expressed the will of the Congress that narrowly conceived, un- 
realistic demands that all farm surplus cargoes be moved in United “tates ships 
manned by American seamen be rejected as impractical and definitely not in our 
country’s best interest. 

Second. It recognizes the two-way character of foreign trade, by assuring that 
foreign nations shall be permitted to earn dollars by carrying part of our exports 
and imports 

Third. By a judicious and sensible recognition of the purposes and provisions 
of Public Law 480, the Agricultural Trade Development and Assistance Act of 
1954, in effect made full and equal partners of American agriculture and the 
American merchant marine in the most extensive and soundly progressive pro- 
rram of world rehabilitation and international good will that history has ever seen 

he impression is being created by foreign maritime interests that our burden- 
some farm surpluses will not be purchased abroad unless and until the 50-50 law 
is abandoned They have established as their first beachhead in this attack 
title I of Public Law 480, which we know more familiarly as the Agricultural 











AMENDMENT TO CARGO PREFERENCE STATUTES ded 
Prade Development and Assistance Act Under this title food su 
f normal exports may be sold overseas for foreign currencic 0 pri 
ciple embodied in the Cargo Preference Act applies to cargoes that move und 
pro im, Ju is it Gove t\ ull oO f i 1 our | leral Gove I t 
is easy to understand, of cou hy any thoughtful f ra 
it 1Ol id is oneerned whe ! there is the shliehte l ( ' 
hit \ itever may be permitted to impede our farm surplus disposal effor 
It is reasonable, therefore, that charges from overs to the eff i I 
50-50 law has slowed dow1 ich ship it irpluse inder title I id | 
orou i\ piored 
a: I ’ explo bLlonh Of li¢ ’ prove le tt it t i ( i 
lel ble, and yar surplus disposal progr: in all of its aspects mak 
) wing and cont il progre wo-thi f the S7VOO million a 1 
fo irpl disposal unde -vear Public Law 480 program was exhausted 
fir yea mid the authorization had to be doubled to 81.5 bill oy 
i ! { e Department of A ilt ure s tha uve 
Co ipl te \ 1 22 countries for the disposal of S769 milli Wi h of ( 
ore ha ry) rye ‘ of t 3-VeR it he Zint be le! le TL of ea 
\ | ince dis} il OF 1 ns be | t 4 the Uni Is ‘ 
) ull 1 ! dispo t S1,t a I rth of food rp = , 
( wWItho al ) 
lt w | be an extreme! werous pl a ] [ is voa 1¢ 
M-o0 Cargo prele e€ po rh | m the ba ott! applica I { 
( \ disposa i oO surplus agricultural commodi Li l ) 
ue purpos pern 4 foot be placed he door, we ul] ope 
LOO! bsequ { 1m) wionh of | ra md equal 4 ) { al 
( | d er to out re har mia eon | our ¢ ) yt ! { ! 
\ ( | \ Car a 4 
MI ‘ not eve ood bu Css No re itabl ( pa for i! 
! Olated group of potential Ne! | ate la 
ad t erfere wit! internal managen t 
Mr. Buti Mr. President, will the Senator from Massacl | 
\ rONSTALL. Phe Senator from Mississippi | Mr. I rLAND| has | 
Li ( k W r he is willing to have me vield for a ) 
\I | rl Vi) Yes 
\Ir. SALTONSTAI Ve well: IT yield for a questi 
\I BUTLER I: not the correetness of the tatement the S&« ite iro \ia t 
setts has just made indicated by the fact that the cargo preference law appli 
lv to Government-owned and Government-finance cargoes, and that America 
hips eed not be ised unless they can be obtained at a reasonable price? 
Mir. SALTONSTALL. That is true, although IT am not sure about tl rl ers 
f the Senator’s statement in regard to reasonable price 
Mir. Butter, I mean if the ire available at the going price 
Mr. SALTONS1 iLL. That correct. 
Che foreign maritime interests to whieh I refer, and about whom there 
ecr whatever, have <welled opposition to the 50-50 law far ) of fair a 1 
eas abl proportion. U nde rstandably, foreign shipowne Mus 
and it is apparent that, by placing a heavy hand in this w tN 
irplus-disposal program, they hope to destroy the 50-50 ‘ rie 
or their immediate purpose, but permanently. If the h 
ffect upon the American merchant marine may well prove 
Vir. MaGnuson. Mr. President, will the Senator from tt ( 
tt this pou t? 
Mr. SaLTonstaLy. The Senator from Mississippi [Mr. Eastland] ha he 
MOT 
Mr. MaGnuson. The Senator from Mississippi is willing to have the Senato 
from Massachusetts vicld to me at this time. 
Mr. SaAuTONSTALL. Very well; then I vield for a question. 
Mr. MaAaGNuson. Is it not true that foreign-flag ships now carry almost 380 
percent of our cargoes, and that in this case we are dealing with only the remaini 
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economically and as regards our ultimate national security. I am reluctant to 
suggest that any such dominance of world trade routes by foreign shipping 
could mean the withering away of the American merchant marine. This would 
not only be fatal to America economically, but it would put us in the thoroughly 
untenable position of dependence upon the ships and shipping facilities of freindly 
nations in time of war, a dependence which might well—despite their desire to 
join in the common defensi ave America high and dry, without having any 
ships or shipping facilities available anywhere 

The solution, therefore, seems to me to be a specific one I know that in 
opposing the committee’s action in writing section 307 into S. 3183, I am ex- 


pressing not only the unanimous opinion of our people in Massachusetts and the 
many another maritime State, as well, but also that of such respected 
is the National Grange, the United States Chamber of 


ny PaAniZation 


i i i s 
Commerce, the National Foreign Trade Council, the National Industrial Traffie 


League, and the Pacifie Supply Cooperative—the Istter an organization which 
represents 70,600 farmers in Oregon, Washington, ICaho, and northern California. 
I have checked on that matter, Mr. President; and I believe that statement to be 
accurate. To all of us it is clear that the 50-50 provision and surplus disposal are 


l 


not incompatible in any way. 





i.et me mphasize that Public Law 480 and this 50-50 principle represent a 
ound American program, one of basie and continuing interest and value to our 
fari rs, to time ibor and mat ment, and as regards our Nation’s total 
defense Moreover, it represents, as its popular title ‘50-50 suggests, a solu- 
tion of a real and continuing | blem that is fair and equitabl to us and to 
our friends abroad 

Mr. Morse. Mr. President, will the Senator from Massachusetts vield for a 
questio ? 

Mr. SALTONSTALL. Yes; if the Senator from Mississippi is willing to have me do 
Ss 

Mr. Eastuanp. Yes 

Mr. SauTonstTaLh, Then I vield to the Senator from Oregon for a question 

Mr. Morse. Am [ correct in my understanding that in the actual practice 

the 50-50 formula, when American shipping interests cannot actually pro- 

le the ships with which to meet the immediate shipping need, then it is possib e 
for the goods to be transported in foreign bottoms? In other words, I reeall 

it last year the Senator from Washington joined me in taking action to make 

possible for the apple growers in he Northwest to sell some apples to England 
1 


nd. l believe, to one of the eountries on tne Co liinent of Europe. However, 


here simply were not available enough American refrigerator ships to transport 
the apples, but some foreign refrigerator ships which could transport them were 
ivallable We took the matter up with the State Department and, as | reeall, 


they followed the polievy of making an exception to the 50-50 formula. It is 
oniy when \ eriean bottoms e: nnot be upplied that the formula applies. 
Mr. SALTONSTALL. The Senator from Oregon is entirely correct. First, the 


eargo 1 is be Government property or (Jovernment-financed pr yperty. Sec- 
ond, the ships and space must be available. 
This, then, is the problem, Mr. President. By way of solution I should like 


iggestions which I hope mav prove of help. 

First mav I sav that I am reliably informed that no hearings were held bv 
committee on section 307. This in itself gives me some concern, inasmuch 

as the House Merchant Marine and Fisheries Committee has for some time now 


to olfer certain specine 


L 


been giving detailed and compre hensive attention to the Cargo Preference Act. 

I am told that several witnesses have been heard on the subject and that these 
have included re presentatives of the Federal Government, Farm Bureau, and Na- 
tional Grange spokesmen, representatives of American maritime management 


i 1 labor i 1 re presentatives of toreign maritime interests as wel 

I am infor d finally that most of these witnesses have expre ssed an over- 
vhelming support of the 50-50 principle and that few voices indeed have been 
raised in opposition to it I t k we ean all agree that with a measure of such 
moment, we should certainly be concerned that full and adequate hearings be 
held | the Senate Committee on Agriculture and Forestry or we might well 
decide yv the Senate Committee on Interstate and Foreign Commerce, inasmuch 
is 1 section 307 would appear to be more appropriately a transportation 
leas eC tha one of agricuitu I surplus disposal alone 

Seeondlyv, w ire all aware [I am sure of the seope and significance of S. 3183 for 
‘ rv America \ re AWA o of the honest but strong differences of opinion 
that have already arisen regarding major provisions in this bill. I refer of course 

The questlo ( oT } I ! il e so hank pl i 
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Given such differences of opinion on major provisions of this bill and the 
importance of resolving such differences without complicating them further by 
other controversial matters, may I suggest that section 307 be deleted from 8. 3183 
und that it be considered separately and on its merits. There is a bill now pending 
to do just this S. 2584. 

Finally, Mr. President, though it may appear to be repetitious, I want very 
much to emphasize the fact that this Cargo Preference Act, embodying the 50-50 
principle as it does, is a measure of interest not only to agriculture, not alone to 
the American merchant marine, not merely to management and to labor in those 
businesses and industries dependent upon foreign trade and markets abroad, not 
only to those thousands upon thousands of persons emploved in these and related 
activities, but to all of them together, since all benefit from or suffer from any 
action we take on a major economie measure of this kind. Equally, our national 
security is affected by our maintenance or our rejection of this 50-50 principle, 
representing as it does a major factor in the health and well-being of our merchant 
marine, Which has been often but very truly called our fourth arm of defense. 

In the interest of our national economic health, therefore, and in the interest 
of our national security in time of eme rgveneyv, l recommend strongly, Mr President. 
that section 307 be deleted from S. 3183, but, in order that the principle to which 
it refers may be given due and full consideration, that S. 2584 be earefully con- 
sidered by the proper committee. 

Any further obstruction to our Nation’s maritime progress and development 
may have costly repercussions for us economically and, perhaps, militarily 
Anything that weakens our merchant marine weakens America now and in time 
to come, 

Senator SavTonstaLuL. By way of summary, may | merely empha- 
size these significant facts regarding this bill: 

Public Law 664, the Cargo Preference Act, otherwise known as the 
50/50 shipping law, represents an essential bulwark of a healthy and 
active American merchant marine. 

It does so because it prevents, for any reason, inroads being made 
upon the right of American shipping to transport at least half of all 
overseas cargo owned by our Government and paid for by American 
taxpayers, provided our merchant ships are available at reasonable 
rates. 

Chat right is vital to our merchant marine economically and, in my 
opinion, absolutely essential to our national defense. 

If we are swayed in this instance by the argument that 5. 2584 
should be passed in order to expedite the shipment of agricultural 
surplus, we wW ill be oe ning the door, by setting a disastrous precedent, 
to foreign shipping for any and every cargo problem, an eventuality 
which would most certainly result in the elimination of the American 
merchant marine as a practical economic instrument and ultimately 
as a defense asset. 

Mr. Chairman, I have pointed out previously, as others have done, 
that the argument that our agricultural surplus is moving too slowly 
is not a valid one. The facts contradict it and therefore add to the 
case to be made against S. 2584. 

An American merchant marine, Mr. Chairman, as you know so 
well and as you have supported so vigorously over the years, is vital 
to this Nation both in terms of a healthy economy and an adequate 
defense. For this reason, no move can be permitted, in my opinion, 
no step can be taken which would in any way weaken the merchant 
marine. I consider 8S. 2584 to be such a move and such a step, and 
I therefore welcome this Oppo! rtunity to come before vour committee 
and record my strong opposition to it. 

And, Mr. Chairman, one of the most distinguished shipping leaders 
in our vicinity, in New England, is Mr. Richard L. Bowditch. He 
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has served in the Defense Production as a shipping administrator 
during World War IT and he has written me a letter dated 

The CHarrman. He ts with Sprague? 

senator SALTONSTALI He is the chairman of the board of C. H. 


Sprague & Son Co., and president of the Sprague Steamship Co., and 


he has written me a letter dated April 16, 1956, in which he states 
that he is deeply concerned that we have never, at any time, taken 


a single step which might in any way, In anv possible way, weaken 
the de fense of our Nation and he Wiites, it is 


my carefully considered opinion, based on long experience i he field of ship- 
ping and transportatio that S. 2584 represents a verv serious threat to our 
economic well being and to our natlo il SePCUurity 
\ I mer i nar ( evitab su tabilitv ol thra i 1 servic 
I this Lhere Is UnaniMous OpimMion tha vhen in our Nation’s history we have been 
ut an adequate merchant fleet Inevitab atl times when we needed it 
nost ne const ienees for tl United Stat I e been imimediat and painful, 
CPCONOMICALLYV Al j is I ards our ational defer kKeconot weallv, we have 
paid for i negleet ji kvrocketing freight rates, or in goods piling up 
Vastetull In our warehouses nd on the docks because thev could not b shipped 
prices demanded 
| l ite of the 50-50 plan contal din Publie Law bb4, tI Cargo Prefer 
Yet uid, 1 O} O | is at the mereyv of foreign maritime inter- 
mio! \ d as ! rads our Utimat HaAtiona CCUrLls | Cunt rt avoid 
) ( i V sl ao! ot wor rad® rout = DV Torelen shipping 
d actually 1 n the withering away of our American merchant marine 
Not on wo qd this bb fatal to American economy, but it would put us in tl 
horoug! | of dependent ipon the ships and shipping facili- 
s of friendly nation n ti of war, a dependence attendant with enormous 
risk and o Vrue might I] } i? nvitation to national disaster 
S. 2584 originates specifically from arguments that the present agricultural 
surplus disposal program is not moving rapidly enough and that, in consequence 
foreign shipping should be invited to participate to a far greater extent in the 
movement of these s ir} luses from these nation to countri abroad 


If, therefore, under the guise of shipping abroad more rapidly agricultural 
irpluses which are in effect moving with entirely satisfactory speed, we permit, 
with 8. 2584, the camel’s nose of foreign maritime interests to enter America’s 
economic and security tent, we shall, I greatly fear, shortly find that camel 


occupying the tent that once was ours and leaving us alone and friendless in a 





cold, economie night. 
In the interest of our national economic health, therefore, and in the vital 
nterest of this Nation’s security in time of future emergency, I recommend very 


strongly that S. 2584 be rejected by the committee and the Congress, 


Thank you very much for your courtesy in accepting these views of mine. 


RicHarpD L. Bowpircu. 


who, as I say, is chairman of the board of Sprague & Co. and 
president of the Sprague Steamship Co., one of our most responsible 
citizens in Massachusetts. 

Thank vou, Mr. Chairman, for the opportunity, and I do appre- 
clate vour courtesy. 

The CuatrrmMan. Thank you, Senator Saltonstall. 

Is Mr. Burrows here? 

Mr. Burrows. Yes, sir. 

The Cuatrman. We will be glad to hear from vou. 

Go right ahead. 
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STATEMENT OF FRED W. BURROWS, EXECUTIVE VICE 
PRESIDENT, INTERNATIONAL APPLE ASSOCIATION 


Mr. Burrows. Thank you very much, Mr. Chairman. My name 
is Fred W. Burrows. I am executive vice president of the Inter- 
national Apple Association, Ine., located here in Washington at 1302 
Sth Street NW, 

\lr. Chairman, we are grateful for this opportunity of presenting 
for vour consideration, the views of our membership on the proposed 
legislation before vou. 

In considering S. 2584 we wish to emphasize the necessity of dis- 
tinguishing between trade and aid. We recogn ize the need for the 
cargo preference requirement as applied to aid or giveaway programs 
by the United States. In our opinion there is legitimate reason for 
the requirement on commodities owned by the United States Govern- 
ment. Whether the 50-50 ratio is reasonable is another matter and 
not under consideration here. 

However, we cannot understand the need or the reasons why the 
50-50 provision should apply to private trade transactions under 
Public Law 480. In such transactions the United States Government 
only acts as a banker and is not involved in any other way. 

Now, the same point would be made there that Mr. Nold made, that 
as of now there are no such transactions, but the possibility exists and 
should they be made, that, therefore 

The CHarrmMan. Technically, | would agree with vou. I think 
then you would come under the 50-50? 

Mr. Burrows. That is right. 

The CuairmMan. Therefore, | think the amendment suggested should 
probably be directed to that law rather than to the one we have. 

Mr. Burrows. To Public Law 664 rather than to 5. 2584. | agree 
with vou, Senator. 

For example, if a fruit program were negotiated with the United 
Kingdom under Public Law 480, the entire transaction would be 
between private exporters and private importers, and no Government 
ownership would be entailed. The Government acts only as a bank- 
ing agency in converting the foreign currency into dollars. The 
importer would pay in sterling and the exporter would receive dollars. 
Our Government would then use that sterling to build military facili- 
ties in the United Kingdom or to purchase strategic materials for 
stockpiling for which it was ready to use dollars in the first place. 
This is private trade and not aid and therefore should not be sub- 
jected to the 50-50 law. 

Therefore, we suggest the following substitute language which Mr. 
Nold read to you just prior to my presentation and it is identical with 
the |: angi ge whic h he suggeste d. 

The CHarrmMan. We will have the legislative counsel look at this 
and see where it should go. 

Mr. Burrows. I think it should be placed as an amendment in 664, 

We wish to emphasize that most of such private transactions 
would involve perishables such as fruit. Furthermore, perishable 
fruit being exported, particularly from our west coast, must move 
under refrigeration. Fruit must also move when it is ready and over 
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a relatively short period of time. It cannot be allowed to stockpile 
or wait for the next ship. Also, the period during which overseas 
markets are receptive to our fruit is of short duration. 

In addition, price levels of fruit fluctuate rapidly and extremely. 
If the market is missed because refrigerated space carrying the proper 
flay is not available, tremendous losses may be sustained. Inci- 
dentally, United States bottoms with refrigerated space serving the 
west coast, which is our principal area exporting perishables, are 

tremely scarce and in great demand, in fact, practically not available. 

There are some who may say that Public Law 664 will allow 
sufficient leeway in the languag 


to the extent such vessels are available at fair and reasonable rates * 


Hlowever, this is not acceptable to the foreign maritime nations 
who, suflice to say, are on record many times strongly protesting the 
50-50 requirement. We believe that if the substitute language pro- 
posed earlier is written into law, it would afford a face saving escape 
from their announced position with respect to Public Law 480 as it 
concerns fruit. 

We need the export market and they need and want our fruit. 

As you know, Mr. Chairman, the apple and pear industry has a 
historical place in the = market, and before the war we exported 
more than 21 million bushels in a single vear. 

We are in serious dé — r of complete! 1\ losing our ple we mM lWuropean 
markets unless the obstacles imposed by Public Law 664 and other 
barriers are reduced or eliminated in the near future. 

We believe the substitute language, if adopted, will be beneficial 
to the United States maritime industry and to exports in general. 

First, nations who are not now importing our fruit would be more 
inclined to consider a fruit program under Public Law 480 with the 
net result being greater overall tonnage available to all shipping 
interests It is reasonable to e aa United States bottoms would be 
used for a portion of this tonnage, especially on the east coast, whereas 
under present conditions this cpa is not available. 

The CHarrMan. And would it not be true that there would be just 
more reefer tonnage and we ch not have too many reefers anyway? 

Mr. Burrows. That is correct. You mean on the east coast. 

The CHAIRMAN. So, it could not be too detrimental because the 
whole tonnage would increase? 

Mr. Burrows. That is right. 

The CHarrMan. Proceed. 

Mr. Burrows. Second, this partial shift in our policy concerning 
the 50-50 provision would make a favorable impression on those 
nations who have been protesting it so vigorously. It is a well-known 
fact that United States bottoms need cargo for the back haul. The 
50-50 requirement is an obstacle in their securing such tonnage. The 
proposed change may very well be helpful in securing back-haul 
tonnage. 

Third, trade may be increased and the importing countries would be 
earning more dollars which, in turn, could be used to further increase 
trade with the United States. Hence, increased trade and more 
overall tonnage available to all shipping interests. 
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Mr. Chairman, we strongly urge favorable consideration and st 
port of the proposed substitute language. 

And | would like to also add that | have read Mr. Nold’s statement 
and several other statements that were presented and we concur in 
them heartily, those statements presented by the food industry 

The CuarrmMan. The chairman took advantage in the last 2 weeks 
while he was on the west coast to discuss this matter with several 
people vou represent. They are, | think, of unanimous opinion of 
this matter. 

Mr. Burrows. That is correct, Mr. Chairman. 

The CHAIRMAN. Secondly, originally I do not think it was the in- 
tention of any of us to have this apply to the tight reefer space in 


! 
| 


i 


perishable tonnage 
of that kind 

Mir. Burrows. That is right, to make arrangements, the time is 
ol the greatest essence, 

The CHAIRMAN, Thirdly I think itisa cood thing because [do thank 
that some of these countries have used 50-50 as an excuse on perish 


eCCAUSE it IS SO ciffic ult to find the ships and things 


ables, not worried about perishables at all, thev are just trving to 
use that as a lever. . 

Mir. Burrows. That is right. 

The CHArrkMAN. And as you point out that might clear up that 
ituation once and for all. 

Thank vou very much. 

\Ir. Bourson. May I ask just one question? 

The CHAIRMAN. Yes. 

Mr. Bourson. This is just to complete the record 

You sav at the bottom of page 2: 


We wish to emphasize that most of such private transactions would involve 


erishables 


(‘ould vou cite some other products that would be included in products 
that had not been owned previously by the Commodity Credit 
(‘orporation? 

Mir. Burrows. Oh, vou might consider some of vour dried fruits 
but then they would be considered perishable, too. Offhand | 
would say, “No; L could not reeall.”’ 

\[ir. Bourson. You could not recall any of them? 

Mir. Burrows. I cannot recall. 

Mr. Nold says that they might conceivably be some types of dairy 
products, but, actually, | cannot conceive of them. 

The CHarrmMan. Well, it could be, but that would be a definition, 
would it not? A question of definition? 

\Ir. Burrows. That is right. 

The CHAIRMAN. Sometimes as it is used I think it is misinterpreted. 

Mr. Burrows. And the same thing prevails, if it is a private 
transaction, If it is just between importer and exporter, and it is 
eligible under Public Law 480 and there is no prior ownership by 
Government. All the Government is doing is acting as a banker, to 
aid currency exchange. Then, that same situation still prevails. 

The CHarrMan. | suppose the same situation might apply to some 
of the citrus people? 

Mr. Burrows. On this? 
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( 
\Ir. Chairman 
he CHAIRMAN. They are going to tesuly, 1 understand 
| 
( 


Te 

j 
_ 
a 


HAIRMAN. Thank vou very much 
1d in recess until 10 o’clock tomorrow morn- 
e and we will meet back at our regular room, room G—16 in the 
Capitol B i id ney Wi will feel more at home there, | think. 
Whereupon, at 11:45 a. m., the subcommittee was adjourned to 
it 10 a. m., Friday, April 20, 1956, in room G—-16 of the 
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FRIDAY, APRIL 20, 1956 


UNITED STATES SENATE, 
COMMITTEE ON INTERSTATE AND FOREIGN COMMERCE, 
SUBCOMMITTEE ON Merrcuanr Marine AND FisHERI 
Washington, DD. ©. 
The subcommittee met, pursuant to notice, at 10:20 a. m., Senator 
Warren G. Magnuson (chairman) presiding. 


Present: Senator Magnuson. 
The CuarmmMan. The committee will come to order. 
Thi (‘hair wishes to state that some of the witnesses have had to 


leave and we will not be taking them in regular order todav. Senatoi 
Anderson from New Mexico wanted to testify but | understand hy 
had to go out to the hospital, so he will probably file a statement 
For the record, he appeared vesterday and could not Stay because of 
another important meeting. 

| understand that Senator Holland wanted to introduce Mr. Hear 
who represents the Florida Citrus Mutual Organization, but the 
latter was called back to Florida, so I suppose that he will want to 
file a statement, too. 

Let the record show that I have discussed this matter with Mi 
Hearn on 1 or 2 oceasions and I think his testimony would be generally 
similar to that of the apple and other fruit people. 

The next witness is from the Department of Commerce. Mr. 
Rothschild, | know you are busy and if you are ready we will be glad 
to hear from you at this time. 

Mr. Roruscuitp. Thank you, sir. 


STATEMENT OF HON. LOUIS ROTHSCHILD, UNDER SECRETARY OF 
COMMERCE FOR TRANSPORTATION ; ACCOMPANIED BY WALTER 
C. FORD, DEPUTY MARITIME ADMINISTRATOR; E. J. ACKERSON, 
ASSISTANT GENERAL COUNSEL; AND W. A. SPENCER, CHIEF, 
TRAFFIC BRANCH, MARITIME ADMINISTRATION. 


Mr. Roruscuitp. Mr. Chairman, and gentlemen: The importance 
of this bill to exempt from the cargo preference law enacted in August 
1954, transactions for disposal of surplus agricultural commodities, 
need not be emphasized to this committee. It is important both to 
our agricultural industry and our merchant marine. Both agriculture 
and merchant shipping are vital to our peacetime economy and 
national defense. We believe that the program for disposal of surplus 
agricultural commodities has progressed satisfactorily and, in fact, 
has been accelerated over the earlier estimates. We further believe 
that the American merchant marine has, in fact, assisted In the ac- 
complishment of the program to the benefit of the United States and 


t] 
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beneficiaries of the program, as well as having received benefit from 


the application of the cargo preference law to shipments under the 
prograti,. 

| 1 the interest of our own eCCONOMY and national defense, vessels 
of our lag Must parti ipate in this COURTPY 's foreign trade. Wihule 
the traffie ea is to United States cargo-preference legislation conh- 
stitutes a relatively small portion of the total United States export 
commerce, it is of major significance to the maintenance of the United 
States merchant fleet Oby iously, the Carrving of cargo is the source 


OL revente for our vessels 
Mr. Chairman, the construction and operating subsidies provided 


for liner vessels used in the foreign trade aid in bringing about parity 
in cost for such liner Oper: itions, but the ope rators stil! must face 
foreign exchange restrictions, terms of purchase imposed by overseas 
buyers, sharp competition for cargo, and many economic sade nts 
bevond their control. They must carry cargo to earn freight revenue 
to cover their wages, subsistence, maintenance, repairs and insurance, 
fuel, port dues and charges, stevedoring, solicitation and overhead 
costs, capital costs and taxes. The operating subsidy only offsets 
the differential between United States costs and foreign costs of wages 
and subsistence, maintenance and repairs, and insurance. 


With reference to Uni eal States-flag tramp ships, their profitable 
employment in United States foreign trade is dependent on the 
eargo-preference statutes. These vessels compete without the aid 
of parity s ibsidy. 

In short, the cargo-pre ference statute assists in carrying out con- 
gressional policy directives of the Merchant Marine Act, 1936, and 
the Merchant Ship Sales Act of 1946, and helps to maintain, along 
with other forms of aid, av active fleet at a minimum acceptable level 
of capacity for peacetime needs and national defense expansion. 

We believe that there is a better understanding of the purpose and 
operation of Public Law 664 because of experience during 1955. With 
information received from other agencies, the Maritime Administra- 
tion is able to relate tonnage requirements to the available supply of 
tonnage, and to assist other agencies in an endeavor to avoid coinci- 
dence of demand for vessels that might unnecessarily increase the char- 
ter rates which the Government must pay. The Maritime Adminis- 
tration has determined certain fair and reasonable ceiling rates for 
transportation of United States Government-financed cargoes by 
esaee: ge owned United States-flag merchant vessels. If privately 
owned United States-flag vessels are not obtainable at rates within 
the ceilings, the Government is free to ship Government-financed 
cargoes without regard to the 50-percent limitation and is free to 
finance freights irrespective of flag at the lowest market rates. 

The Department believes that many of our postwar exports would 
not have moved or would have moved only at higher freight rates, 
except for the availability of United St: ~s vessels. In periods 
of heavy worldwide demand for tonnage, American tramps have en- 
abled the requirements of Government progr ims to be met, and their 
availability has also been a factor in arresting upward trends of rates 


on the charter market. The existence of a privately owned American- 
lag tramp fleet is, therefore, not only beneficial to our aid programs, 
but also to our commerce as a whole. Under present world condi- 


tions, the employment of such tramp vessels in foreign trade is de- 
pendent primarily on the cargo-preference statutes, 
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\Ir. Chairman, we know that contentions have been made that 
Public Law 664 serves as a basis for other couniries to justify the 
imposition of restrictive practices in favor of their own merchant 
marines and discriminatory against other countries, including the 
United States. It must be emphasized that foreign discriminations, 
which apply to commercial as well as to Government-sponsored cargo, 
vo far bevond the principle involved in our cargo-preference law 

The merehant marine of the United States continually is faced 
with foreign-import controis and currency regulations. Some _ of 
these measures are clearkls intended to favor national-flaz vessels 
These diserimnivations appiv to commercial carco movements and 
the United Staies is continually negotiating and working to correct 
these discriminations The cargo-preference statute, to some extent, 
offsets ihe effect of disert pinalory foreign reculations even though it 
relates only to thal smell portion of our commerce which is financed 
by our Government and for which only a 50-percent United States- 
fla participavion is required. 

The Department subseribes to the principle that strictly commer- 
cial shipments are international in character and that all carriers, 
regard] ss { flac, should have equal opportunity to com pe te 

We recently estimated, pending complete figures, that in 1955 
following the passage of Public Law 664--our exports and imports 
subject to cargo preference represented 4 percent of the total ex- 
ports and imports military cargo excluded. Even of this relatively 
small portion subject to cargo preference, the Cargo Preference Act 
contemplates that foreign-flag vessels will s' are the transportation 
about equally with the United States-flag vessels 

Obviously, such a fair apportionment of this noncommercial traffic 
does not constitute an unfair advantage for United States ships to 
the detriment of foreign vessels. The Cargo Preference Act assures 
American ships, in their field of operations, limited almost entirely to 
trade into and out of the United States, of a 50-percent participation 
at least in the movement of Government-financed cargoes. The 
problem of maintaining a minimum level of essential United States- 
flag shipping services in our foreign trade since World War IL has 
been a difficult one. 

The lessons of two world wars teach us that the United States can- 
not depend upon friendly nations for its essential shipping services 
As a matter of fact, during World War II the United States supplied 
to its allies, under lend-lease agreements, 5's million tons of merchant 
ships while receiving from our allies the use of some 1'; million tons. 
Out of our World War IT construction program, there was built up 
a surplus 

The Cuatrnman. Now, Mr. Rothschild, right there. Of course, it 
does not mean that these nations were not disposed to help us with 
our shipping, but it just does not work out that wav. 

Mr. Rorascuitp. That is correct, sir; these are just matters of 
fact, not of principle. 

The CHarrMan. Yes. Proceed 

Mr. Roruscuiip. Out of our World War IE construction progrem, 
there was built up a surplus of vessels, large numbers of which were 
sold to rehabilitate the war-torn fleets of our allies; thereby enhancing 
their ability to compete in foreign trade. ‘To have our merchant 


Coes ! ‘ yk 
(lends ynd oul ride 


marine in a sound position is important to our 








both mn peace and lll Wal It We should allow our merchant marine to 
deteriora Ih capacity Oo Ticeney, our imternationa tirade nnd our 
onal defense may be in danger 
You have request d, Mr. Chairman, by your letter of April 9, 1956. 
to the Secretary of Commerce, information from the Department on 
( S] i¢ points f will comment on these in the ordei presented 
to us 
you inquire as to the Departn t of Commerce study for thi 
ent on direct and indirect subsidies to the merchant marine 
We have completed this study and it is being transmitted to the 
| lO i: ippr \ ' 
Phe CuarrMan. Now, I know that your purpose in completing this 
{ vy oau ly and our purpose also, had another facet to it, that we 
\ { ! eC al vetting to be right p on the table so that 
yody knows what the merchant marine is getting, so there will 
bout Vhis study would bring that right into 
ocu , 
\l Ro SCHILD | \\ yruldl | edict, Nii Ci Qumran, that you would 
happy th the kind of study that has been done in this 
The ¢ IRMA Becau there has been some testin ony in not only 
this hearme but other hearim that there has been some tendency 
to hide what the merchant-marine subsidies are, and we want to dispel 
that on and for all 
Mir. Roruscuitp. Well, this study goes very thoroughly into all 
phases of aid to the merchant marine and lavs at rest any eriticism 
that a aN have been directed on the basis of hiding anything in the 
past 


With respect to cargo-preference aid in relation to other forms of 
aid to the merchant marine, available or suggested as alternatives, we 
do not find any adequate substitute for getting the cargo, which ts the 
heart and core of the ocean-shipping business. Examination of alter- 
natives indicates that they, in fact, would be indirect aid as contrasted 
with the direct benefit arising from cargo-preference laws. 

Suggested substitutes, such as subsidizing the American owner for 
rate reductions made to obtain cargo, payment to the American owner 
of profit which he would have obtained under cargo preference, or 
payment to the American owner of a subsidy equal to the difference 
between a fair United States-flag rate and the current market rate of 
foreign-flag vessels, all involve complicated administrative require- 
ments likely to be insurmountable and likely to give results less satis- 
factory, more costly to the United States, and harmful to the American 
merchant marine, without appreciable benefit to the Government 
export program. 

With respect to operating- differential subsidy, its extension would 
affect adversely many vessels of United States registry. Liner 
vessels, which are now receiving operating subsidy aid, will suffer a 
reduction in revenue to the extent that their share of the Government- 
created cargo is reduced. ‘Tramp vessels, likewise, even with operat- 
ing-differential subsidy, would obtain a smaller proportion of the 
Government-generated cargo. To maintain full employment. they 
would be compelled to compete with foreign-flag tramp vessels for 
tramp cargo moving in the United States foreign commerce which 
under certain conditions may not be available in adequate quantities 








AMENDMENT TO CARGO PREFERENCE STATUTES 1 


all vessels If tran » Vessels of United states registrv are unable 


ybtain enough employment in the United States direct trades 
1 


roy will be compelled to search for carzoes movine between foreig 
Intries, or request transfer to foreign flag. 

You next inquire as to the effect of Public Law 664 in maintaining 
trong merchant marine and as to what proportion of liner and 


amp operation would be in jeopardy if the law were rescinded 


Pressure of existing economic factors i internation trad and 
) a well as the Tent iral urge of foreign overnments to tTevol 
own shipping where programs of interest to them are involved, 
loin the absence of the influence of the cargo prefer ee Law, Marke 
"\ difficult for Ameriean flrae Vessels to compete Steamship 
panties have testified that without the cargo preference provisiol 
of them ships would be withdrawn from service lt should be 
sted also that une ‘Tlamty as to continued a plication Of the pern 
tf cargo preference law——-Publie Law 664——has hampered ship 
pincement programs of United States-flag operators carrving sub- 


tial quentities of pre erence cargo, 
Before enactment of Public Law 664 under the then existing cargo 
ference provisions of law—vears 19535 and 1954 —total dry cargo 
i tanker cargo movements subject to Cargo prelere nce con prised 
out LO million tons, with United States-flag vessels carryvine 5 


1 i 


lion tons. The preference cargo shipped outward by all flags was 

livalent to 10.7 percent of liner exports, 10.8 percent of tramp 
‘ports, 2.4 percent of tanker exports, and represented shehtlhy over 
) percent of our total exports exclusive of military eargo. If com- 

ired to our total export and import during the 2-year period, this 
reference cargo represented somewhat over 3 percent of the total 
eo-—military excluded. 

Preliminary figures for the vear 1955 show a total movement of 

reference cargo nearly equivalent to the total in the 2-vear period 

53-54. Liner exports of preference cargo in 1955 amounted to 

655,000 tons, about equal to the annual average during the years 
953-54. As to tramp exports subject to cargo preference during 
955, preliminary figures indicate they total 6.2 million tons, 40 per- 
ent more than the total for the previous 2-year period. 

In the absence of final data showing the total liner and tramp 
exports in 1955, it is impossible to give a completely accurate figure 
as to what proportion of our exports are subject to the preference 
cargo law. It is estimated, however, that liner exports subject. to 

irgo preference may be slightly higher than the 1953-54 percentage 
vluch was, as previously stated, 10.7 percent. The tramp exports 

ibject to cargo preference may also be somewhat higher than the 
percentage in the years 1953-54, which was stated above to be 10.8 
ercent. 

Karlier in this year we estimated that the preference cargo carried 
vy United States-flag tramp operators in 1955 would run up to 78.5 
ercent of their total outward carryings. The latest indications are 
hat the 1955 figures may show an even greater proportion of 
preference cargo. 

It is true that of the preference cargo carried in 1955, part of such 
argo would be attributable to the Mutual Security Act 50 percent 
lause and to the preference provision of Public Resolution 17, 73d 


Ongress. 
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Puble Resolution 17 Was, of course, reaffirmed by Public Law 664 
Even if the movements otherwise covered by the other acts were de 
leted from consideration, it may be estumated that in 1955 over 
million tons of cargo were subject to Public Law 664, of which United 
States vessels obtained about 1.635.000 tons. 

You further inquire as to benefits resulting from cargo preference 
which redound to the merchant marine and the Nation from the $3 
million tramp differential under title I of Public Law 480, as set forth 
by the Department of Agriculture as an expense to the agricultural] 
program. 

Assuming the correctness of this rate differential of $3 million, we 
believe that that expense is overbalanced by the benefits of having 
United States flag vessels participate in the programs. 

It appears that the vessel employment situation in 1955 resulting 
in the existing tight market would have been accelerated without 
the available United States-flag vessels to carry portions of the 
program cargoes. It is likely that the extra freight paid to foreign 
vessels could have exceeded the actual fre ight paid by D1, 32, $3, or 
more a ton. With over 2 million tons shipped by Agriculture i 
1955 on tramps, it is quite possible that the $3 million extra freig 
on American tramps prevented a market situation where, cilhout 
such tramps, a greater excess would have been paid to foreign-flag 
vessels. 

Estimates indicate that the preference cargo provided emplovment 
for a total of some 590 outward voyages. This is equivalent to 
maintaining in operation throughout the vear almost 100 vessels 
emploving over 4,000 officers and seamen. This represents a sub- 
stantial contribution, both for commercial and defense purposes by 
keeping vessels in operating condition and trained crews availabl 
Benefits also go to the ship repair, ship supply, and other related 
industries. 

The CuarrMan. We might add taxes. 

Mr. Roruscuitp. I mention that a little bit later, sir. 

The CHatrMan. All right, proceed. 

Mr. Roruscuitp. The wages, together with fringe benefits, for 
4,000 seamen—aincluding officers—over a period of 1 vear would total 
over $30 million. The active employment of the vessels would involve 
an estimated total outlay in United States channels of trade of 
around $70 million. The withdrawal of these vessels from service 
upon repeal of cargo preference would have an adverse effect upon 
many business activities and upon tax revenues. 

Kven if these offsetting benefits were limited to the outgoing cargo 
in the agricultural program, over 25 vessels, with crews and officers 
totaling over 1,000 persons, would be rendered inactive. The total 
expenditures eee can in the maintenance of this number of vessels 
is estimated to be almost $20 million. 

It is obvious the at even partial repeal of the Cargo Preference Act 
would reduce our reserve of active vessels and seamen, which are very 
important to our national defense. 

You inquire also whether the Department of Commerce would be 
willing to cooperate with the Department of Agriculture in certifving 
or determining the nonavailability of United States vessels on a 
6-month or a 12-month basis as a device to obviate the necessity for 
separate determinations for each shipment. 
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We will, of course, be pleased lo cooperate with the Department of 
\ericulture in making such declarations of nonavailability as may be 
elpful in expediting shipments under the Agriculture program 

In the light of past experience, it is not believed to be nece ssary or 
iivisable to issue a eeneral statement that in the absence of United 


States-flag SPrVICes, any available ships may be used over a given 


oute during a specified period. At present, any programs financed by 
\evriculture or other Goverment agency must be checked with the 
dministering Government agency from time to time, 

Ve believe that when an applicant approaches such agency regard- 
r the eredit and shipping arrangements scheduled to cover a period 
2,3,4 months or longer, then is the appropriate time to give advance 

diecation of any permissible waiver which would be limited to the 
veriod in which the shipment is contemplated. This method should 
void misinterpretations or mistakes that might arise through general 
dvance issuance of waiver arrangements. As between Agriculture 
ind Commerce, there is no objection on our part to having an under- 
tanding regarding the routes on which United States-flag facilities 
re not available to facilitate prompt action at Agriculture, avoiding 
unnecessary subsequent imquiries, but always with some provision 

if American-flag services become available during the period at 
ssue, — ate adjustme nts will be made accordingly. 

‘the CuairnmMan. In other words, there, the Department feels that a 

3,0r4 months’ notice to the Department of Agriculture or informa- 
tion to them you can work that out much better than the longer 

neral period? 

Mr. Roruscatip. We feel that it would be a much more satis- 
factory operation, Mr. Chairman, to work it out on a case-by-case 
basis rather than to have stated in advance that certain 

The CuarrMan. And the Department of Agriculture would. still 
inve ample time to route their shipments? 

Mr. Roruscuiip. That is our thinking; yes, sir. 

The CuarrMan. All right, proceed. 

Mr. Roruscuitp. The Secretary of Commerc : by letter of March 1, 
1956, reported in full on S. 2584 to Hon. Allen J. Kllender, Sr., chair- 
man, Committee on Agriculture aa Forestry, United States Senate, 
and recommended against enactment of the bill. Since that time the 
bill was referred to your committee for consideration. We request, si 
that the Secretary’s report of March 1, 1956 together with reports 
from the Departments of State and Agriculture be made a part of the 
record of this hearing, if that is deemed appropriate by you. 

The CHatrmMan. That will be placed in the record in full. 

(The above-mentioned document is as follows:) 

THE SECRETARY OF COMMERCE, 
Washington, March 1, 1956, 
Hon. ALLEN J. ELLENDER, Sr., 


( hairman, (‘ommattee on Agriculture and Forestry, 
United States Senate, Washington, D. C. 

Dear Mr. CuatrMan: This letter is in reply to your request of July 12, 1955, 
r the views of this Department with respect to S. 2584, a bill to exempt sales of 
irplus agricultural commodities for foreign currencies from certain statutes 
lating to shipping. 

The bill would exempt transactions for disposal of surplus agricultural con 
nodities (title I of the Agricultural Trade Development and Assistance Act of 
1954, as amended) from the United States shipping provisions of the act of 
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1 commercial vessels when 4 
Sta ! ( re I! MT) | 
or od I} \ttorney Gener 
reside f hneid o Dee nbe 15, 1954. ¢} 
Currey ler ti I Publie | SO, SS 
( | Of | i ? | | b64 11 ( 
| ind statutory preferen 
( resper orta f our export program 
| | ; ‘ Ver \] ‘ hj ’ ( ry f | } 
[he i i tha ! ( etere ict 
i fi ltural disp pre uN 
| () | ) H. D N 80, Februar 28, 1955 
| } ) 
( t] oO Ler int AI ! i dl | l 
Sti ! ] of the « r >} eter 
! ( a fro I Provisions of Pul lic 14) 
HH4 1 1 the eo rding ! | ts f the Governme 
ind tl (meric Mppine companies in handlir shipping under the 
rogram lhe 50 pereent requirement apples only if United States vessels ar 
va t fx nd reasonable rates, and the Congress, the President, or thi 
‘ Def walve Its appheation in an emergs ney. The shipping, 
‘ perated wit the Maritime Admi, istration and the disposa 
erned in ma United States-flao vessels available in accordance: 
( ) i f the ! ies 
] ir agricultural industry and our merchant narine are vital to our peace 
( nor ind national defensc In the Interest of our own economy and 
o lefens essels of our flac nust participate in thi country’s foreizr 
trad While the traffie subject to United States earco preference levislatio) 
co ites a rela iall portion of the total | nited States export commerce 
it, is « Lor sig fo the maintenance of the Uy ited States merchant fleet 
Ob the f cargo is the source of revenue for our vessels. The 
CO! yn and § Subsidies provided for liner vessels used in the foreigi 
rad wd hrineine ibout parity in cost for such liner operation 


But the onper- 


tors still must face foreign exchange restrictions, terms of purchase imposed hy 





‘ rseas Duyers, sharp competition for cargo, and many economic impediment: 
1 elr cont They lust Carry cCarzo to earn freight revenue to cover 
es, subsis ence, maintenance, repairs and Insurance, fuel, port dues and 
ehar :. ste edoring. solicitation and overhead costs, capital costs and taxes 
} Operating subsidy only offsets the differentia] between | nited States eosts 
ind ‘ ( s of wae ind subsistence, maint nance and repairs, and insur- 
Wit rence to United States-flae tramp ships, their profitable employment ir 
foreign trad dependent. « n the eargo preference statutes. These vessels ecom- 
pete without the aid of parity subsidy 
| shor the cargo preference statute assists in carrying out congressional 
policy directives of the Merchant Marine Act. 1936, and the Merchant Ship 
Sal Act of 1946. and elps to maintain (but not Wholly assure) an active fleet 
at a minimu ceeptable level of capacity for peacetime needs and national 
def C CXPUANsION, 
In practical operation the policy, as applied to eargo of a noncommercial echar- 
acter f ins Of aggrandizement to our merehant marine nor unfair to 





~ 


Qt that portion of the total exports which was aid 
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merchant marines of the world In 1946 our merebant fleet earried abe 
reent of the Nation’s foreign ecommeres Today, this percentage 
25 With respeet to Government-sponsored eargo the United State 
erved for it only half of the eargo shipped The other ilf is free to me 
reign lines, A few percentages wil! illustrate these econelusions: In tl vt 
3 and in the vear 1954, United States-flag vessels carried 23 percent of 
ind nonliner dry cargo export shipments In these 2 vears the At ienl 
berth liners earried 38 pereent in 1953 ind 386 pereent i 1954: and the 
un-flag tramps carried 8 percent in 19538, and 9 pereent in 1954 If for 
se 2 vears all foreign aid cargo had been excluded from the tota export 
rican-flag vessels would have earried 35 percent of the Iner Cargo and 6 


of the tramp cargo 


2 vears, 1953 and 1954, earried 54 percent The aid cargo accounted for 
17 percent of the aggregate American-flag liner carrvings outward and 
bb peree nt of the ageregute Ameriean flag tramp Carrvings OUtTW ird It 
ed that for 1955 the aid cargo accounted for approximately 19's peree 
Ameriest flag HWner carrvil in | 7S! perce it oF the An eriean fl: y tramp 
ings 
With eargo prefere nee In Operation, United States-flag Ships ¢ irried 54 percent 
e total exports of aid cargoes in 1958-54 Without the preferenes provision, 
clear the Ameriean-flag ships would have earried a reduced percentage ot 
total It is estimated that, if the 1953-54 total aid cargo (9.5 million tons 


removed from the total dry-eargo exports (88.7 million long tons), the per- 
tage of total cargoes carried by Ameriean-flag ships would have been reduced 

23 to 19.5 pereent, while the percentage of the tramp cargoes exported in 

Ips would have been lowered from 8 to 3 percent 
By the directive of the House Merchant Marine and Fisheries Committee, the 
iritime Administration has maintained continuous liaison with Government 
neles administering the various aid programs, and we believe that there is a 
te! understanding of the purpose and operation of Publie Law 664. With 
ormation received from other agencies, the Maritime Administration is able 
! 1 


fla 


e tonnage requirements to the available supply of tonnage, and to assist 
agencies in an endeavor to avoid ecoineidence of demand for vessels that 


ht unnecessarily increase the charter rates which the Government must pay. 
Maritime Administration has determined certain fair and reasonable ceiling 


tes for transportation of United States Government financed cargoes by pri 


tely owned United States-flag merchant vessels. If pri ately owned United 
ites-flag vessels are not obtainable at rates within the ceilings, the Government 
nev is free to ship Government-financed cargoes without regard to the 50 
recent limitation and is free to finanee freights irrespective of flag at the lowest 
irket rates. 
Phe Department believes that many of our postwar exports would not have 
ved or, alternatively, would have moved at higher freight rates, except for the 
ability of United States flag vessels In periods of heavy worldwide demand 
tonnage, American tramps have enabled the requirements of Government 
grams to be met, and their availability has also been a faetor in arresting 
ward trends of rates on the charter market. The existence of a privately owned 
rican flag tramp fleet nucleus is, therefore, not only beneficial to our aid 


rograms, but also to our Commerce as a whole Under present world conditions, 


indicated above, the employment of such tramp vessels in foreign trade is de- 
dent primarily on the cargo preference statutes. 
is sometimes pointed out that part of the appropriation for foreign aid must 
ised for payment of freight in dollars. The export programs under title [| 
ude a number of countries which do not possess merchant marines, and in 
of their depreciated currencies they find it impossible or difficult to charter 
her United States or foreign ships to import our agricultural products unless 
Commodity Credit Corporation will provide dollars for payment of freight, 
should be reeognized, therefore, that part of the dollars used for freight ere 
d to foreign vessels at the request of recipients and are not oceasioned by 
rgo preference. The program under title [ includes a number of countries 
very few ships of their own, such as Yugoslavia, Turkey, Peru, Pakistan, 
ria, and Worea 
Objection is also sometimes made to the faet that the cargo preference ac 
mits payment ol higher rates of freight on American vessels This is true in 
ne cases; namely, full cargo lots on chartered tramps The balance moves on 
r vessels, where American flag rates are on a parity with those of foreign 


vy vessels It has been estimated that the excess eX pe nditure oceasioned by 











lif fr } between United States and foreign vessels amounted 
Sy ? re tively mw cost In COMparison wit! total benefit of the program 
It bye contended t we should rely on free nations and our allies te 
: tannasre event of national emergenev or war. and that 
mer nt mia hould be permitted in the interest of Internationa 
} earn ¢ ed i earrving our exports, particularly to the importing 
I} ssOons of vorld wars have taught us that the United States 
lepend upon free foreign itions for its essential shipping services. Ty 
t *) pre o our merchant marine is lmportant to our 
i | bot penee and in war If we allow our merchant marine 
o ad flicieneyv, our international trade and our national 
i 
{ ( are made that Public Law 664 serves as a basis for 
‘ ist t} mposition of restrictive practices in favor of their 
‘ ! ant marir and discriminatory against other countries, including tl 
| States It n be here el phasized that foreign diseriminations wtiel 
i commercial as well as to Governinent sponsored cargo go far bevond the 
l nvol qi I ! Te! ( \« \ ; 
i na mar t t United States continualls ~ ta ( with foreigi 
my ntrols and currenev regulations Some of these measures are clearly 
ended to favor national flag vessels. In many cases even where no diserimina 
inte 1, thev ar rtheless detrimental to United States shipping und 
! world condition I} ciseriminations apply to commercial carg 
ments and the United States is continually nevotiating and working t 
correct these discriminations It should be said that the cargo preference stat t 
racts the effeet of discriminatory foreign regulations in that small portio: 
f rece Which is financed by our Government and for which a 456 percent 
| St = fla participatior ' ytuir ! 
The lepartment subscribes to the principle that commercial trade is inter 
nat nal in character and that all carriers. regardless of flag, should have equa 
oppor nity to compete We have estimated that in 1955 (following the passage 


of is relatively small portion subject to cargo preference, the carg 
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lic Law 664) our exports and imports subject to cargo preference repre 
).4 percent of the total exports and imports (military cargo excluded 

go pref 
act contemplates that foreign flag vessels wiil share the transportation witl 
States flag vessel: 


Inportant co! deration in ¢ Miparng the position of the American merchant 


merchant marine with other merchant marines is that the activities of the Ameri 


neider 


\pril 


im? ¢ 
sions O 


rchant marine are confined almost entirely to trade into and out of the 
States Several leading maritime nations obtain substantial shares ol 
venue on ear ces carried between foreign ports, not to or from their home 
The Merchant Marine Act, 1936, contemplates an American merchant 


capable of carrying a substantial portion of our cxport and import com 
It makes no attempt to establish United States flag facilities betwee 
countries. Subsidies are granted to assist in Maintaining services on the 
and out of the United States, and any cross trade traffic involved is 
tal to the main line operations. The cargo preference act assures America! 
their limited field of operations, of participation at least in the movement 


vernment financed cargoes. 


report on maritime subsidy poliev, prepared by the Office of the Under 
of Commere> for Transportation and by the Maritime Administration 


1954), among its recommendations, states: ‘‘The cargo preference? provi- 
existing law should be continued in effect as a part of our national maritime 


policy This Department is publicly on reeord in opposition to any policy 
of making the act of March 26, 1934, as amended, and the act of August 26, 1954, 
inapplicable to transactions under title I of Pubtie Law 480, 83d Congress. 

The views of this Department may be summarized as foilows: 

a) The retention of United States shipping cargo preference for ocean trans 
port of Government sponsored or guaranteed programs, including specifically 
transpt 


and a1 

nationa 
ai T 

proce { a 


rt under title I of Public Law 489, is of great importane> to the American 


nt marine and to the economy and security of the United States 
| 


he administration of the cargo pr fer nee bv t! Various agenels 
n efficiently managed and improved with good results, 
he charg*s of harm to disposal programs are generally based on conjectur 


ticipation rather than on history and are colored by views and foreign 


ot really pertinent to the conduct of the programs. 
he agricultural surplus disposal program and foreign-aid programs have 
ed without any substantia] prejudice by reason of cargo preference; 


eee 


eR 
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i 
i 
i 


ttedlv, no shipments are being delayed; and the cost to the American tax- 
r has been very small compared to both the current and prospcetive benefits 


national economy and defense, 
The cargo preference law is not in purpose nor in operation a discrimination 
t other merchant marines; on the contrary, it serves to counteract to some 


: { foreign practices and policies which are not only applied to their Govern- 
sponsored cargo movements (4s in our case) but to all their cargo 

view of these considerations, as hereinabove stated, the Department of 
j erce Opposes the enactment of S. 2584. 


have been advised by the Bureau of the Budge t that it would interpose 
jection to the submission of this report. 
Sincerely yours, 
SINCLAIR WEEks, 
Secreta y of Commerce 


DEPARTMENT OF AGRICULTURE, 

Washington, D. C., Octobe 1, 195 
ALLEN J. ELLENDER, 
} man, Committee on Aq Cu ire and Fo esl 


United States Ne nate, 


( 


Dear SENATOR ELLENDER: This is in reply to your request of July 21, 1955 
report on S. 2584, a bill to exempt sales of surplus agricultural commodities 
foreign currencies from certain statutes relating to shipping. ‘The bill would 
pt transactions under title I, Public Law 480, 83d Congress, from the cargo 
ence requirements of existing law 
f Depart me nt favors enactment of the bill for the following reasons 
In the case of maritime nations, cargo preference makes title [ programing 


| 


ssible in some instances and in other instanees results in less desirable pro 
s than could otherwise be developed 
(han Could Otherwise be developed, 
The application of cargo preference to title I shipments, which constitu 
le rather than aid, makes it more difficult to obtain liberalization of restrie- 
against the importation of United States agricultural products into maritime 


Ons, 
The aid necessary to the maintenance of an adequate United States Mer 
Marine should be provided direetly in such manner that other programs 
ot be made unnecessarily costly and difficult to administer 
e Bureau of the Budget advises that there is no objection to the submission 
his report. 
Sincerely yours, 
True D. Morse, Acting Secretary. 





DEPARTMENT OF STATE, 
7 ashington, October 26, 1956 
ALLEN J. ELLENDER, 
Chairman, Committee on Agri ilture and Forestry, 
United States Senate 

Dear SENATOR ELLENDER: Reference is made to your letter of July 21, 1955, 
to the Department’s acknowledgment of July 25, 1955, concerning S. 2584, a 
o exempt sales of surplus agricultural commodities for foreign currencies from 


iin statutes relating to shipping. 
Che application of cargo preference legislation to the sale of surplus United States 
ricultural commodities for foreign currencies under title I of Public Law 480, 
Congress, has increased the difficulties attending the satisfactory negotiation 
title Lagreements. The Department of State therefore supports the enactment 


' S. 2584. 

Che Department has been informed by the Bureau of the Budget that there is no 
i ction to the submission of this report 

Sincerely vours, 


FLORENCE KIRLIN, 
leting Ass lanl Ser relary 


For the Acting Secretary of State 


The CHarrMan. We appreciate your getting those figures for us 
short notice. This is the first time they have been placed in focus 
this particular Cargo Preference Act. 
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| think | would like to reiterate on page 11, the main point of vou 
statement In which, of course, testimony has been given that und 
1) program the SB million extra freight had to be paid On Over 
million tons That wo id bea little overa dollar ua ton, anid | undet 
stand b our statement here, the Department of Commerce’s stati 
ment I the best Opinion of the Maritime people lil Commerce 


that although that is true as to figures, without the American con 
petition there would be no doubt in their mind that the world tranny 
rates on these commodities would probably be higher than that. 

Mr. Roruscuinp. Well, it just becomes pretty clearly apparent 1 
us, Mr. Chairman, that if these ships were not available and not i 
ee then the rates for the fewer nmuinber of ships would b 

ils o} Cl 

The CHarrmMan. And it would have been conceivable that it woul 
have cost more than $3 unin to move these commodities? 

Mr. Roruscuitp. Yes, sir. 

The CHAIRMAN aaa. that is the very nature of competitiv: 
tramp rates and it has always been that in the maritime, so we ap 
preclate those figures. 

I have no further questions 

| would like to sav again, it is the first time the figures have been 
placed in focus. We have placed the secretary ’s letter in the record 
in full 

Mi i RBON. May L ask a question, Mr. Chairman? 

The CHatrrmMan. Yes. 

Mr. Bournon. Mr. Rothschild, has the recent increase in tramp 
vessel rates presented a real threat to further operation of 50-50? — In 
other words, I think Agriculture is disturbed about the fact that som 
of the rates quoted are above your ceilings and there may be som 
possibility that vessels would not be eligible to carry cargo, preference 
carvoes 

Mr. Rorusenitp. | do not know that it constitutes a threat to the 
50-50 law, Mr. Bourbon. As the Chairman pointed out a moment 
ago, tramp rates fluetuate with great rapidity and over wide areas 
[ am sure that vessels will be available for all kinds of cargo, 

Mr. Bournon. Well, has there been any real consideration FIVE! 
to meeting the situation by breaking out vessels from the reserve fleet 

Mr. Roruscuitp. We have a request from the Military Sea 
Transportation Service either on hand or coming to us for their needs 
and if their needs are met by breaking out vessels that would mak« 
that many more tramp vessels available for general usage. 

Mr. Bournon. Thank vou 

The Cuareman. And then, is it not also true that the billion fiv: 
hundred million program is now about complete on food? Yesterday 
they testified that they are up to 1,275 million plus and that they 
expect within the very next few months to complete the whole 
program. 

Now, Congress may add to that program. There has been a re 
quest, I understand, to make it two billion or two billion five, but | 
notice today in the morning’s paper that they are having some 
controversy over in the House about that and whether this food 
dumping may or may not be, as one Congresswoman puts it, an open 
door to the Russians. But anyway, on the program that we enacted, 
the billion five, it would be, | would imagine, the opinion of the 








| 
i 
| 
| 
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artment of Commerce and the Maritime people that we have 
yt the rates fairly competitive, and they have been fair market 


\ir. Roruscnuitp. We think they have been fair market rates 
the existence of this fleet has made it possible to have rates as 
as they have Deen, 

The CHarremMan. And then it also is to be understood that this does 
apply, of eourse, to any oifts or anvthine thriaat we have shipped 
ood to countries as a pure charity matter? 

\ir. Roruscuitp. And this does not apply, Alr. Chairman, to 
“mercial cargoes. 

» CHAIRMAN. Right. 
| wonder if in this matter, too, whether or not we hnve any 


e Maritime Board on governmental purchases abroad on incon 


cargo. Do we have any figures on that, how that is earried? 
have had some barter arrangements. 

ir. Rovuscuitp. Can Mr. Spencer answer that? 

The CHATRMAN. Yes. 

\ir. SPENCER. Senator, we have had figures from General Services 


of their contracts were for a long period of time, contracts 


larees portion of that 


ministration regarding inward procurements. The position is that 


le prior to the passage of 664, so that a | 
ard movement is not vet under 50-50. A small portion is. 
We have had some informal figures that would indicate a total 
ovement of maybe one and a half million tons a year or more, and 
understand a large portion is moving United States flag even 


rh it is not under 50-50. 

Che CHAIRMAN. My thought there was that in those cases we are 

yng out and paying cash for most of, sav, the ore; they are doing 
ne bartering and that there might be a further opportunity for us 
olster up our incoming tonnage? 

\Ir. Seencer. May I add a remark, Senator? 

Che CHAIRMAN. Yes, 

\Ir. Spencer. There is some inward movement in the Agriculture 
vram on which 50-50 has been applied. 1 think it is about one- 
th or one-tenth of the total outward program of Agriculture 

The CHatrmMan. Thank vou, Mr. Rothschild 

ls Mr. Hammond here? J understand vou have a short statement 
\ir. HAmMMoNb. Very short. 

The CHarrMan. We will be glad to hear from vou and then we wil 
r from Mr. Parke, | understand, who has a short statement, too 
l \Ii Conroy. 

\ll right, we will hear from Mr. Parke after Mr. Haminond 


STATEMENT OF HAROLD F. HAMMOND, EXECUTIVE VICE 
PRESIDENT, TRANSPORTATION ASSOCIATION OF AMERICA 


\Ilr. Hammond. Mr. Chairman, my name is Harold Hammond, | 
m executive vice president of the Transportation Association of 


\merica. And with vour permission I am going to file the statement 


la brief exhibit that is attached to it. I believe vou have a copy 
ore you, and I will only comment briefly on 1 or 2 paragraphs in 
statement. 

The CHarrMan. Go right ahead. 
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Mr. Hammonpb. Our position is set forth there and underlined an: 
what is really means is that we feel that the present 50-50 program i 
satisfactory and should be continued and that passage of S. 2584 1 
not necessary 

The Charman. Well now, let me ask vou this question. Yo 
peopl of course, are quite alert io the problem of rates. Do VO 
agree With the statement generally that Mr, Rothschild made on behal 
of the Depariment of Commerce that the existence of the Americar 
fleet in this ocean trade competitively keeps those rates on a fair basis 

\lir. Hammonpb. Yes, sit 

The Cuarreman, And would vou also agree with the premise tha 
it normally follows that if we should get out of that trade then t] 


rates usualh ra up hecause there is no A nerican-flae COINPVEeELLLLO! 

Mir. Hammonpn. That is rieht. It is one of the arguments sei fort! 
in ihe statement which was distributed to our members.  f wanted t 
eone to hat 11) jusi a@ mimuie if | micht 

The ¢ IRMAN. Yes 

\Ir. Hammonp. First, let me sav as a background here that thi 
ubiect was submitted to our eight panels I think it is mmporta 
for vou to have this picture. Our organization has 8 parels, 1 otf 


he nN IS Users Nou over 50 percent of all of our people throuchou 
the United Staies that are members are users of transporiaiion. 
The CuarrmMan. And they are conscious all the time of rates? 
Mir. Hammonp. Rieh 

eae 


\nother 1 yportani panel, of course, is Investment interests. ihe 





is a smaller portion making up only about 15 percent of our member 
ship; the remainder, about 25 percent of our menbership, are carrie! 

Now, we have 6 different carrier groups; 1 of those is water. W 
have air, highways, rail, others. Now, those committees, or we call 
them panels, were asked to consider this subject during this pas 
winter and as a result of their consideration 5 of them actively sup 
ported the proposed policy and the other 3 had no opposition to thi 
proposal. There were only a few dissents that came in. There wei 
a few coming from the Farm Belt and a few from the far West in thi 
fruit industry, | believe, of California, but generally speaking ther 
was a preponderence of support for the proposal that we should con 
tinue 50-50 as is 

Now, the board of directors met as recently as Wednesday of thi 
week and adopted the position set forth at the bottom of page 2 
I think | will just read that if you do not mind, it is very short. 

The CuarrMan. Yes; go right ahead. 

Mr. HamMonp (reading 


So long as the United States Government furnishes goods and credit to ot! 
countries, it appears fair and reasonable to require, when possible, that at least ha 
of these be carried in United States ships. The TAA’s consideration and positio1 
have been confined to such ‘‘Government-aid” shipments 

If the Congress and the Defense Department believe that a merchant marine of 
1c n si s needed and if a merchant marine of that size will not be operate: 
without making 50-50 cargoes available, then the present law would seem to be 
a reasonable way to insure the maintenance of such an adequate merchant marine 
We recognize the problems confronting the agricultural interests in efforts t 
dispose of the farm surpluses and we agree that the 50-50 law should be adminis 


. : 
tered so as not to delay shipments 


I might throw in there that I think that what Mr. Rothschild had 
to sav in answer to several of vour questions seems as though ther 


would be something there in the works that would take care of that 
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| Finally (continues reading:) 
i We believe that the present wording of the act amply covers the requireme 


rates be fair and reasonable 


We think that takes care of that. 
Now, just let me refer, if you will, to the attachment because a 
estion is often raised, how do we arrive at a position and is it 
presentative of the rnterest across the country? 
This statement, as vou see, was sent out to all the members of our 
sociation on February 16, and we tried to make it fair by giving 
‘th sides in such an issue. 
You will see on the first page, on the inside there near the bottom, 
call attention to the fact that the Senate Agriculture Committee 
0 plans to take up the Case-Anderson bill which would exempt 
rplus farm commodities export sales from the provisions of the 
vo preference law 
We then at that time set forth all the groups that had stated they 
re in favor of 50-50 legislation. 
Nhe CHatrMan. And you will notice in that group that after due 
msideration the National Grange and the Farmers Union favored it. 
\Ir. Hammonp. That ts right. We have to add those since those 
ecome in, The National Farmers Union is not on that partie ular 
t, but we have added it since then 
then we set forth the principal arguments in favor of 50-50 as 
could pick up from previous testimony and publications issued by 
ous ZPOUDS 
(romg over to page 4 
Phe CHatRMAN. We are very appreciative to get this because it 


rth these points, | think, very succinetly. 
fore vou go to page 4, and I think 1 know mavbe what you are 
iv to discuss, the majority of the panels have said this under the 
ding, ““‘Why pay twice?” on page 2. Some suggest direct subsidies 
uur merchant marine tn lieu of ships working for their living. = In 
ras, taey want foreigners to Carry the cargo and the American 
raver to subsidize empty space on Aimerican ships. 


Then they go on to say, Congress has found, however, 50-50 a much 
der and cheap ‘r program. 

r. Hammonp. That is one of the principal arguments set forth 
fer the heading ot the FrOUps in favor of 50-50 legislation, 

here are other points brought out as favorable arguments and 
hn on page 4 Is given a list of those that are opposed. [ put a 


{ 
estion mark now after the United States Department of State 


. 1: 
lng the papers this morning, but, of course, at the time this was 
: sued the Department of State was opposed to part, if not all, of the 


2) matter. 

: Nhere, then, after the listing of those we have set forth the principal 
iments that have been given in previous testimony so that our 

mbers would have a complete picture of both sides of this and 


ild fairly reach a decision of whether they were in favor of con- 


ung 50-50 or whether there should be modification or whether it 

uld be ruled out completely. 

The CuarrmMan. L think this ought to be clear. You have listed 
Department of Defense. Now, we are very familiar with the 
partment of Agriculture’s position but even the Department of 
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Ac} tune als y mentions Aelia wha higher rates and Wwe have ha 


‘| Depa rie t ot Deter : expressed sOoTne COnCerh only aS 


\ i y 

The CHatrMan. Of irse, we do not attempt to do anvthing wt 
thre cargoes except have thr MISTS use private transportatio 
0 i tral Sportatiol when avallabl Well | th Kk eenerally \ \ 

OUD il< be heart | favor of tha i Ce] eral pr cipl 

Mir. Hammonp. We have testified bere just a few weeks ago as sucl 

Ij ( i RM ‘ Vou ak uo ew weeks ago And then | 
th r {his is ] a ) Yo hbave come to th conclusion that Ui 
nam stratyo tsel| does 1 nppea t ve a spec fle nosition ie 
50-50 but each Depa t has been left to express his own oF 
i it ¢ rreet? 

IMOND. TI Is righ 

The CuarrmMan. And then. of course, the Department of Comm 
ref | fi “ that ) il Pp obltem Ol ae luvs they Call assure 
that they ean work that out It is a question of laison. It can | 
worked out with the Department of Agriculture for the immediat 
sh p>Trne Ss 

Mir. Hammonp. Rict 

Mir. Chairman, that gives vou a picture of how we trv to approa 
this and wi we believe whe we have a position such as IT have se 
rort! ere this Mornins tisn verv representative pesition ofa broac 
mitere 

The CHALRMAN | in 11S a Very eood decument We can al 
most dispense with all our hearings snd just file this as a committe 
report and let the Congress decide lt would save a lot of time and 
lot O1 reading, because 1 LOeCs Shape up tire question here very well 

Only thing IT wanted to ask about The Committee on Foreje 
Mconomic Police: md then under that vou have the Governments o 


Denmark, Finlaiid —is that 
MI HaMMOND Woiat it means Is that 1) previous hearines thes 


various governments had indicated either direetty or mdireetly throug 
testimony possibly oLVi by the State De partment of others, that the 
did not favor our continuing having 50-50. There agwain, however 


+} | t : + | | ‘ | 
| think 1t points up that we were trying to show the membership whe: 


the Opp sition Came trom Then they would have to weigh thr pros 
and cons and decide for themselves how thev felt about the —-hoy 
far we should go on giving the foreign governments a hand. 

The CHAIRMAN. And then the suggestion of the so-called indirect 
subsidies, the word “indirect”? probably meaning that they are some 
What intangible and hard to put your finger on, but it was testifie« 
here today that that study has been completed and will now ay 
before us, so it will all be on the table and we will know exactly wher 
we are 

Mir. Hammonp. Yes 

The CHarrMan. Thank vou very much and we will file vou 
statement for the record at this point. We appreciate vour appearing 
betore this committee 

The statement of Harold F. Hammond is as follows:) 











' 
j 
j 
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STATEMENT OF Haroup F. HamMonpD 


PRANSPORTATION ASSOVIATI OF AMEKICA 
\fv name is Harold F. Hammond Iam executive vice preside) f the TI - 
tion Association of Ameren I am appearing toan on behalf of this a Or 


with general offices in Chieago, Ill 


fodav I am testifving in general support of continuing to permit the United 


tes merchant marine to participate fairly and properly 


hipments generated 


Government under foreign-aid and foreign-credit programs. Our positio 
ifieall is 
Reeognizing that the maintenanee of an active and well-balanced merehant 
ne is vital to our national economy and our defense, the association recom 
is that the American merehant marine should continue participating fairly 
roperly in shipments generated by o Government under foreign-aid and 
eredit programs 
For the information of the committee, TAA whieh was organized in 1935, is a 
profit research and edueational institution, devoting its efforts to the deve 


ent and implementation of sound national policies aimed at the creation 


the strongest possible transportation system under private ownership It is 
rganization of transportation and general business interests of all | as 
iding shippers, carriers, and investors, as well as individuals suc is ed 
rs, lawyers, and professional men 
Ve realize that a basie national problem confronting the Congress, the President, 
her departments of Government has been to maintain a United States 
hant marine ade juate for emergencies, in the face of the much greater e 
strueting and operating United States ships The Government’s attemp 


set the differenee in costs by providing construction-differential subsidy and 


ting-differential subsidy for United States ships which operate on specifically 
ited trade routes does not affect the availabilitv of sufficient cargoes for 
| nited States carriers to operate profitably It leaves untouched the problem 
e unsubsidized tramp fleet, which is almost completely dependent on Gov 
nt cargoes. The problem of providing cargoes for both types of carriers is 
tly being partially solved by the cargo preference law 


It line with the usual procedure, the subject of participation by the | nited 
States merehant marine in the foreign-aid and foreign-credit 


programs was 
ded to be a proper one for consideration by the diversified proups in TAA 

{ was submitted to our permanent poliev-formulating panels of investors, 

rs, and earriers (air, freight forwarder, highway, rail, pipeline, and waterway 

{ to our approximately 2,000 members with a 6-page report listing the pro- 

ents and opponents of the idea of 50—50 legislation and setting forth the most 

d arguments on both sides. (Copy attached as exhibit I.) 

\s a result of consideration of these issues, active support of the poliey stated 

ove came from 5 of the 8 panels, and no panel oppose ad \ few dissents came 

m those who agreed with those farm groups which oppose the 50-50 principle 

wing the panel considerations, the policy was confirmed by the nonearriet 

liey committee of the board, which makes recommendations to the board of 

lirectors. The board, which represents a cross-section of our general economic 
stem, endorsed the policy April 18 with the following comments: 

‘So long as the United States Government furnishes goods and eredit to other 
ountries, it appears fair and reasonable to require, when possible, that at least 
ilf of these be carried in United States ships. The TAA’s consideration and 

tion have been confined to such ‘Government-aid’ shipments. 

‘If the Congress and the Defense Department believe that a merchant marine 

. certain size is needed and if a merchant marine of that size will not be oper 
ited without making 50-50 cargoes available, then the present law would seem to 

a reasonable way to insure the maintenance of such an adequate merchant 


rine 


“We recognize the problems confronting the agricultural interests in efforts to 
lispose of the farm surpluses and we agree that the 50-50 law should be adminis- 
ered so as not to delay shipments. 

We believe that the present wording of the act amply covers the requirement 
rates be fair and reasonable.”’ 

[In conelusion, I wish to emphasize that we work closely with all groups inter- 

sted in transportation—all kinds of users and investors as well as the carriers 
Our position on the eargo-preference principle is a broad policy one which we 

lieve is in the public interest 
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I.XHIBIT ] 
I RTATI ASSOCIATION OF AMERICA 
( lul., February 16. 195¢ 
i AA \it I I 
(is EMI ‘| Wil proposal dealing with merchant marine polici 
ibmitted 1 panels of TAA’s cooperative project for their revi 
sis a subject of muc erest If you have views on it which vou woul 
i mside 1, plea send them between 1 and March 1 to Seeretar 
Na ri ypera Project fransportation Association of America, 10! 
( 1¢ \ ‘WW Wa on I) ( 
\ ine ( 
Haroip F. HAMMOND, 
Krec e Vice President 
Prot lL ON MERCHANT MARIN} 
JANUARY 20, 1956 
} ( in of the wat rway panel 
ince of an active and well-balanced 
aril l tal t ir national economy and our defense 
1 Ssociatls recommend that the American merchant marin 
1 continu participating fairly and prop riv in shipm nts 
nerated by our Government under foreign-aid and foreign-credit 
7 first law giving United States ships preference in carrying United State 
cargoes was enacted following the Spanish-American War and applied to suppli 


\t various times sine? then, similar provisions have been incorporated in law 
d with Government programs. The principle has been especially stress 
in foreign-aid bills passed since World War II, wherein Congress has stipulat 
that a certain pereentage of : id cargoes procured in the United States should b 
earried in United States ships 

Finally in 1954, Public Law No, 664 of the 88d Congress, an amendment to th 
Merchant Marine Act, provided that 50 percent of Government-aid and credit 
program eargoes be carried in United States-flag vessels if available at fair and 
reasonable rates. This bill differed from previous laws in that for the first tim: 
the principle of cargo preference was incorporat?d in a law which was consid red 
permanent as contrasted with previous stipulations in parts of Federal-aid bill 
which had definite termination dates. The bill was different from previous bill 
in that it covered purchases not only in the United States, but also outside of 
the United States 

The basie problem confronting the Congress, the President, and other depart 
ments of Government has been to maintain a United States merchant marin 
adequate for «mergencies, in the face of the much greater cost of constructing and 
operating United States ships, and to see that the needed Unit od States ships 
have cargoes. The Government attempts to offset the difference in costs by 
providing an operating-differential subsidy for United States ships which operat 
on agre d trade routes. 

Previous to the enactment of the 50-50 bill, as Public Law 664 is ealled, a 
report had been presented to the President by the Committee on Foreign Eco 
nomic Policy (the Randall Commission) in January 1954. This report had 
recommended against cargo preference and suggested that if subsidy was necessary 
it be given to the merchant marine by direct rather than indirect means, 

Following passage of the 50-50 law, a question arose as to whether it applied t 
the Trade Development and Assistance Act passed shortly before 50-50, to facil 
itate sales of farm surpluses for foreign currencies. The President asked th 
Attorney General for an opinion and on December 15, 1955, he replied that it 
did apply. 

In February 1955, as a result of attacks on the effectiveness and administration 
of 50-50 in connection with this agricultural program, the House Committee on 
Merchant Marine and Fisheries held hearings which brought forth some of th: 
argument: pro and con as listed below. 

Later in 1955 in connection with the mutual security bill of 1956, an unsuccess 
ful atte npt was made for an amendment to exempt from the provisions of the 
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1 Act the distribution of farm surpluses, which were to be sold to fore I 
es at reduced prices, 

January 4, 1956, the chairman of the House Merchant Marine Committee 

f the schedule of his comm 


ed that at the top « | ttec i Vities f G56 
tigation of the effect of the 50-50 Shipping iw on thie olume of s 
n commodity ales abroad 
senate Agriculture Committee also plans to take up the Case-Andersot 
would exempt surplus farm commodity export sales from e provision 
rer prefe rence law 
United States merchant-marine industry has considered this matter of 
portance It comes to the cooperative project through the chairman of 
av panel at the request of the OVerseyvs hipping representath OI 
n 
eve with the 50-50 principle ir Tect, foreign ships have indled 
vod percent of United States aid cargoes nee LU4S, a OWlh DeLOW Phi 
ipprox | ) f of o idl irgoes is 1 pu iis OV eu 
| ul e! i a l Vv of t wr oO ( { i 
( | nonaval of Ameri Ip t rad Os lu 
routes to and trom the lL nited States, rathe ! nh cr trade t \ 
po 
BRCA-MSA-FOA total tra fhe Lp 1948 to December 1954 
In millio ( 2t 
Un Perce iy) | said 
I t Potal Unit 
a > fla n 
1 i &] { 4 
s It 6S s 
Lov j 6 
' | 


does not hurt foreiqn sales 


movement of Government-aid cargo is not a commercial transaction. 


tiations are on a Government-to-government level, in which the United 

s as the seller is not interested in making a profit * * *. Prices are set 

commercial standards but at levels which will not disturb overseas market 
OLS. 

50-50 provision is not a real factor in refusals of foreign governments to 


In facet, two-thirds of the $700 million initially allocated to the last CCC 
ram for a 3-year period was committed by the end of the first fiscal year 
i matter of fact, progress has been so encouraging that Congress increased 
r from $700 mniillion to $1,500 million.” 


ePLlng 
Lillips 


While 9 European maritime nations objected to the 50-50 provision, all but 
ive “coneluded agreements for the purchase of surplus agricultural com- 
les,’ even though the provision prevailed. 


ments are not being de layed 
Che House Merchant Marine and Fisheries Committee, after hearings on 
plaints of delays caused by 50-50, concluded that: ‘There is no basis in fact 
tever for the charge that shipments to foreign countries of surplus agricultural 
nodities are being delayed by reason of the Cargo Preference Act.” 
1) doesn’t increase costs 
rhe rate paid by purchasers of Government-aid cargoes is identical regardless 
he flag vessel carrying it. ‘‘This arises because foreign-currency expendi 
s, Which are the only real terms of payment for the purchasing nations, are 
same whether their own or American-tlag or other foreign-tiag vessels are 
1. QUecean transportation is financed by the CCC only to the extent dollar 
zht financing is specified in the basic agreement. By regulation, local cur- 
cy must be deposited by the purchasing country for the ocean freight so 
iced, but only to the extent of current freight rates prevailing in the world 


Ket. 


Hearings began on January 31. 
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{iff re 1 hich J iv be p id to \merical vessels has ho bear 
( 1 for modities the purchasing country. If our pri 
OncomMpetLltly n foreig? products, it cannot be because of 50-50 
uvsis of frei ( of Government-sponsored agricultural shipme 
rey iis 1 t the differ {1a nas amounted to about only $2.15 million, 
ess than 1 percent of the cost of shipments to date. 

There hay Dee repeated implications that a freight-rate differential (ex« 
of United States over foreign-flag rates) always exists. This implicatior 
eal estly erroneous and lies at the heart of some of the most outspoken Critic) 
of our 50-50 legislation \ctually for shipments on liner vessels (regulai 
scheduled service on fixed routes under which rates are published and identi 
I rdless of nationalit f ship) a differential virtually never exists Liner eat 

e about 90 reent of our freighter fleet 

Freigl rate differentiais are ilmost exelusivelyv co centrated It the tran 
vessel categor because of the irregular type of service and reliance on mome 
tar i Dl i ! len 1 frre ors 


Fore gr d CnCyY problems 
\ Wddadiwional argiume! has been advanced elsewhere in support of 50 
{ { convertible current problem 
roug! rorelgn-curre \ re gulations forelgi governments and their 
gve-control authorities ration the available supply of dollars to their impor 
f the exchange-control authorities know that wheat, textiles, or shipping servi 
in be pur ised in soft-curreneyv areas, thev are less likely to make dol 
ivailable ( je their importers to buy these goods and services from | 
States suppliers Normal commercial considerations will therefore have very 
0ao0 Wilh e purchaser's choice if the exchange control authorities rule otherw 
i \ rid »p ) ( 1 is | Change reg lations are idminis 
( i = | en he has ever, eCHSO O WSIst Oo SuUpDD 
f ( el ent ! gy the problems of convertible currencies. A 
= true ol vy iture 
ROUPS OPPOSED TO ALL OR PARTS O1 -50 LEGISLATION AND THEIR 
RGUMENTS 
| loOlowing ‘Ve spec fically opposed the the ry a d principle of 50 
leg ( 


Committee on Foreign Eeonomie Policy Randall Commission, Janua 


| 

Italy 

Nether] inds 

Norwa\ 

Re D iblie of WV estern Germany 
Spall 

Sweden 

United Kingdom 


United States Department of State 
United States Treasury Department 
Others objected to its application in their specific field of interest The 


n Cotton Association 
American farm Bureau Federation 





Department of Agriculture presented many complaints in mid-1955 regardir 


the effect of the 50-50 bill on the disposition of farm surpluses, such as delay 


Departme i1 of Defe St expressed econeern about the effect of 50-50 leg'slatior 
on its overseas shipping operations, and especially those earried out by the 
Militarv Sea Transport Service Therefore, it asked that cargoes moving ove! 


seas ul ! r its rs liction bee empted from the bill 


National Couneil of Farmer Cooperatives, through its international affairs 


group, indicated its disapproval of the delays encountered in the dispcsition of 


farm surp] ses be eause of 50-50 leg slation 


In J l t l pt ry position favor ich modifications of the 50-50 law “as not to 


: 
| 
i 
i 





STATUTI 
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1 


Some of these nation d heavily on world shipping 
1 Inco! e 
2. 1955, there was rel > 1a British publication to an ll 


n member} ~ rganization for Murope in Coopera 
iwricultural products if the imy 


“minato 


fearful that 50—50 is only the begi: 
hey point to formerly commercial sl} 
States to Great Britain and cargoes finar 
institutions against a guaranty by the Unit 


under the mutual security program becaus: 


ind are thus curr itly subjeet to 50-50 1} 


} 


50-50 principl offshore”’ purchases 


t shipm 


Administration have emphas 

arg in terms of commodities 
questioned the need for a permanent lay 

cluded in individual aid bills which had tern 

ull ind uffeeted certain Lv pe 


trade’ 


id risen unduly 
” F } 


HAMMOND Thank you for the opportunity, 


Cn LIRMAN Ni Parke, we are lad to heat Troi vou 


STATEMENT OF HENRY C. PARKE, CHAIRMAN, MERCHAN’7 
MARINE COMMITTEE OF THE NATIONAL SECURITY COM- 
MISSION OF THE AMERICAN LEGION 


PAR Myr. Chairman and gentlemen of the subcommitte: 
my name 1 Henry 6. Parke. | um chairman ol the \lerechar 
Marine Committee of the National Security Commission of thi 
American Legior At the outset I wish to thank you for granting 

tatl f the American Legion an opportunity to be heard 1 

vour deliberations on S. 2584 . 
have minutely examined our whole merechai 
y and our support of it is based upon proven facts as wi 
as upon congre ssional findings. 

\ir. Chairman, two world wars and the Korean conflict have dr: 
matically demonstrated that a strong American merchant marine Is no 
only vital to our general economic Welfare but also to our very security 

Nation. Both as General of the Armies and as our Nation 
Execative, President Eisenhower has repeatedly and = em 
called the Nation’s attention to these facts It is now a 

Dut it will bear repeating here, that because of 
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rican merchant marine we were able to fight and win two world 
and the Korean conflict on the enemy’s territory rather than on 
own. In all 3 conflicts it was our merchant ships that carried 
lions of men and their tremendous armaments and supplies over all 
7 seas to final victory. 
The CuarrmMan. And, Mr. Parke, there is another matter here that 
hink concerns Congress, too. We are spending billions of dollars 
3 vear, rightly so, and [ vote for it and Me mbers of Congress for 
what we call the defense of ourcountry. I would think ‘that the 
majority of those dollars when they are expended are directed 
ard the emphasis that if there is to be any trouble it would be 
iy from our shores. 
\ir. Parke. I firmly agree with vou, sir. 
Che CHarkMan. And if we ere going away from our shores that 
ius ships, and that means the American merchant merine. Very 
tle percentage of the billions we spend every vear for defense 1s 
ected toward the actual defense within our own country, from the 
ded missiles program, atomic program, on down. And so, there- 
it completely integrates with all the billions we are spending for 
fense. In Work | War IT, as vou point oul, we found out that with- 
that merchant marine we could not have done anything 
\lv. Parker. We firmly agree with vou, sir 
Therefore, because our merchant marine has become the mdispensable 
tor in our whole defense svstem, we of the American Legion regard 


} 


bhoa al alarm anv threat, from any source, that would weaken this 
| 
i 


h arm of our national defense In a troubled world of sinister 
the Nation inte lheently and rig hth —— the expenditure 
billions to strenethen the Army, Navy, and . Force. We must 
en our fourth arm equally strong hbeeause of ts vital importance 
the other three 
‘he American Legion is acutely aware of the danger of altering 
emasculating our present 7 tional policy on the merchant marine 
ler your leadership, Mr. Chairman, this committee has ee aved 
age and foresight in es legislation designed to sustain 
national policy. In doing so, you and your colleagues ban won 
praise of everv thinking American. 

American Legion, always deeply concerned with. problems 
itional defense, supports you 100 percent in your unremitting 
is to foster and improve the merchant marine, and we are glad 
you have called these hearings on the important question of 
0-50 policy which guarantees to American ships the right to 
ialf of those cargoes paid for by American taxpayers and shipped 

for the aid of countries outside the Tron Curtain. ‘This 
Panty has | Heel caentad by C ong ress On Hine occasions in the past. 
s ineredible that attacks on such an honest and cooperative 
should originate in nations we are doing so much to help. 
Nhousands of Americans, Mr. Chairman, gave their lives to liberate 
se countries from —— oppression. Our sorpoons ae not only 
Sse —— taxed t ) pay the expenses of that war, but are con- 
ing to pay heavy on to help rehabilitate and defend those 
tions. To deny the American ships the right to carry half of our 
cultural shipments to these countries is simply unthinkable 
the attacks on our 50-50 policy, inspired by foreign shipping in- 
sts, continue, and constitute a real threat. 


4 


Tyys 
thi 
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OI : see . inl clome 
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( Q 1 Vital defense | 
\ ( ( ) il ) ( \ l i! | mi ve 1)¢ | 
| ‘ an ! lie 
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Amer COL md vour vroup | alWwavs Given us 
probit Wi precia i 
N : ( | id LOv 
. \ 1 n NI mo ho is tl 
- \ ( 1) i | ( ‘\ I 
STATEME! OF ROBERT CONROY, ASSISTANT LEGISLATIV! 
REPRESENTATIVE, VETERANS OF FOREIGN WARS 
\] ( \ ( man ay Membel if the committ 
name is J. Rob TO V, assistan legis representative of 
Nati I L1\ rvice, Vetera ( Foreign Wars of the Uni 
Sti 
Vir. Chi ia © primary concern of the Veterans of Foreign VV 
0 Live | ( a CS ( Maint awl thie ecuritv of the { hited State 
Qur me ) ( Kee appreciation of the ln portance and necess i 
Ol l strong and competent met leant marine because thi 
snow that in time of wat manpower, food and veapons are very laren 
ransported 1yy he American merehant marine 


They know that 
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ipl ( \ } yothy Ns 1) | erie LLEDILi€ 2 i 
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‘ ( tO} pmoctument wa follow 
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\I A RINI 
Vetera { a f { is ( 
} ] ad Ss ec.f} ere} { nad 
lefense ! security of the United Stat ( 
mW a { operated merehant tle capab ol s lhig 
i 11 ‘ \ Ol illo rergcie 
fi I ( of United S ) ! 
I 
| OMe) ind the stabilit and if tT yr } 
! i l i portion of ] ! 1 < \ en 0 ‘ ( 
1¢ OO J XISt ( ( 1 
nad * 
1 } n the United States: and 
s the Soviet Union is rapidl expanding its merenant flee { 
in adequate shipbuilding industry is vital to this counts Se 
\ il 1 
he e of itional mar e polit cle nd { 
{ Hee id 1 et ir i f our dome cw ( ) ) 
50 pereent of our tore1wn ommeree N« \ the ror Tye 
( hy the 56th National Encampment of the Ve a ( ko ] i ) 
State that the Govei went of United St 1 
comp sh the following objeetives in furtheranee 10 
Obsolescence in the Ameriean fleet should be met over a lengthened period 
oO as to provide continuous employment for United States shipvards, i 
i the present feast Ol f; mine conditions 
{Operating pavimn its by the (CJovernme t for services oO eSSK tin rade 
ould be made on a parity basis under eontraet int ¢Gl nue throug 
Ono ic life of the vessel, 1th order to encourage private fir neing of ship 
! On. 
i reserve fleet should be updated with vessel trade s from the a ve 
1 reserve ships of doubtful use should be scrapped 
The President should make prompt suggestions to the Congress for the 


ment to an appropriate Government agenes of the responsibility for re- 


itating the domestie intercoastal and coastwise shipping of the United 
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Stiite l ic rd wit! Lie ilready established national transportation pe 
id | in 1940 ' 
i mmerce Commission should adhere to the national 
d by Congress in 1940 by requiring all domestic transp 
tat nsatorv on a route-by-route—not svstem—basis and 
ti! ul noncompensatory, loss leader’’ rates. 
( I} adherence at all Government levels to the statut 
requl ist 50 percent of Government-financed cargoes move 
(merit he Maritime Administration should immediately lau 
in information program portraying the benefits which accrue to American 
dustry and agriculture from the equitable administration of the 50-50 shipp 
i 1 m th bik an of a rong and active American merehant mari! 


7 The Maritim Adiministr ition inh cooperallol with the Department 


Defense hipbuilding and shipowners should establish a vigorous program 
in he field of vessel design and propulsion to assure that the [ 
St maintains its leadership in this field 
‘ (porte ind importers should be encouraged to use United St 
p ver possible thereby reducing the need for Government sup] 
\me! I fle 
First reliance for ocean transportation should be on private ships 
( ! if Cor ercial-t vp s should mited to the s 
a 
( vl SI { I 1 Panama ¢ /, Co ou ) \ 
! ( ) ins he inal tl ‘ yurdens arising « 
1) | mid canal business ivities 
2 ] ypenses tf ctions whiel ire I obligato ft other (a nl 
‘a 
}) Canal Zone Government expenses not properly allocable to to 
11 | KISting liser mina ry pr ictices Of torelg@n nations le trim ntl a) Am - 
ican Ippu hould be minated as much as possibl 
12. The United States Merchant Marine Academy and the maritime colle 
NI aine \lassachusetts, California nd Ne York should be eneouraged 
pported 


\pproved by the 56th National Encampment of the Veterans of Foreign Wa 
of the United States, held in Boston, Mass., August 28-September 2, 1955. 

T Cramman. We appreciate what the Veterans of Foreign Wa 
has done ike the American Legion, in helpu rus with these maritim 
pro )| ms No One KNOWS an better than the members ol the V 
erans of Foreign Wars and the Legion what the merchant mat 
means to us in time of trouble. As a matter of fact, the exact figure 
Mr. Conroy, in World War II was over 90 percent of all the tonnag 
earried by the privat American merchant marine to our troops nl 
forces overseas so, it really is literally the fourth arm of defenss 

Mir. Conroy. Thank vou very much, sir 

Phe CHarrman. Thank vou. Now, Mr. Ward, we will hear fro 


STATEMENT OF DONALD G. WARD FOR THE CHAMBER OF COM- 
MERCE OF THE UNITED STATES 


Mr. Warp. My name is Donald G. Ward, I am assistant vice pres 
ident, purchasing and transportation, of Olin-Mathieson Chemi 
Corp., New York City Our corporation is a manufacturer, pre 


cessor, and shipper with plants throughout the United States and 
foreign countries 

i appear on behalf of the Chamber of Commerce of the Unite 
States, as a member of its transportation and communication con i 
mittee, in Opposition to S. 2584, which would exempt commoditi 
shipped under title I of the Agricultural Trade Development and — | 
Assistance Act of 1954, as amended, from the provisions of Public 
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64 The latter act, as vou know, was designed to assure that 
east 50 percent of United States Government-financed cargo is 
ed in American-flag vessels 
e national chamber has consistently supported the belief that 
dequate American merchant marine, under private ownership 
operation with Government regulation and support, is required 
e interest both of national security and of our foreign commerce, 
CHAIRMAN, we believe that our American-flag merchant ma- 
must be kept vigorous in order to assure an adequate reserve for 
ial security purposes and a steady flow of goods and materials 


from foreign markets. Our efforts to accomplish this objec- 


iust be strengthened in these times because of increased com- 
(} from Shipping owned ol subsidized or otherwise aided by 
n governments—and operated at lower cost due to lower 
dards of living 
le membership of the Chamber of Commerce of the United States 
sed to the exemption of any Government-financed cargo from 
50 provisions of the Cargo Preference Act—-Public Law 664 
ise it believes that, without strict adherence to the provisions 
at act, American-flag vessels will not be permitted to participate 
carriage of our Government-financed cargoes to the extent 
for in our national maritime policy 
understand that. in order to conserve time. this committee 
s to review and incorporate into this hearing the record of the 
vs before it and the Hiouse Committee Oli Merehant Marine 
Fisheries on S. 3233. which later became the Cargo Preference 
i the 2d session of the 83d Congress; also the record of the more 
hearings before the House committee on the operation and 
stration of the Cargo Preference Act in January and February 


svear. | appeared on behalf of the national chamber at all of 
hearings and, therefore, will not attempt to repeat the testi- 
viven then. [| should, however, like to briefly emphasize 
inh pomts, 


Cargo Preference Act was a reaffirmation of a longstanding 
ressional policy included in various foreign aid acts. 
rican-flag vessels are now carrying only 20 to 23 percent 
CHarrMAN. Mr. Ward, of course, this is somewhat an unusual 
I know that Congress can change its mind, but 1 was the 
or of all those amendments and every time they were unanimous. 
9 or 10 or 12 of them, [ guess 

\lr. Warp. T am well familiar with your extreme interest 
e CHarnMANn. Unanimous, everybody agreed to it. 

\ir. Warp. American-flag vessels are now carrying only 20 to 23 
ent of all American exports, a dangerously low percentage 
surplus agricultural commodities were to be exempted from the 

provisions of the Cargo Preference Act, there obviously would 
reduction in this proportion. 

\nyv further reduction would have a serious effect on the mainte- 

ce of an adequate American merchant marine. 

\loreover, any such reduction would move us further toward a 

ly by foreign shipping of the transport of our foreign trade, 
ch would be contrary to our often-repeated national maritime 

icv calling for an American-flag merchant marine capable of 
insporting a substantial portion of such trade. 


1\OpoO 
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Line shipping rate conferences 


} 


Some of the su plus disposal commodities do move on tramp vess 
\ {merican costs, and rates, normally are somewhat higher tha 
on fore tramps Decause Of our hig’ eC] standard ol living An | 


parent saving could pet 


laps be achieved by eliminating transportatio! 


of Government-linanced cargoes on American tramps, but this savi 

would at most be temporary. American tramps, without the 50-5 
| ° } ' 

ProvIslo could not compete with ftoreign-flag tramps and woul 


transier to foreign flags in increasing numbers 


place I 


— 


ut 


Such transfer would 


rey of foreign tramp rates, which are entirel\ 





aaa 
unregulated 


(American tramp rates are DOW subject to a ceiling imposed by the 


\iaritime Administrat 


yn) 


Bevond that ceiling rates are not fa 


if 


al] tramp vessels were uly 
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ble and carriers offering them are not entitled to 
in Public Law 664 care 
(CHAIRMAN And those rates -are reviewed constantly bv tl 
ime Administration 

Warp. Very regularly so 
} tel foreign flacs, ther would be no 
nation oft fair and reasonable We would pay the rate de 


yy foreign shipowne S 


| ot the Lorn ultural Trad Developm Ht and cAs Cel \ 
wuithorizes $145 bilhon worth of surplus agricultural products to 
posed abroad This represents a stzable amount xport 
d the Amertcan-flag merchant marine should not b 
( mity to part ite | nsporting i yin thre trai 
heve it is prope rt! rate the Ame i f] ould 
( | opportunity Lo participate hh the <« LPTLAg I arco 
Cd ! yl tax ftund Thi Is the purpose of the 4 10 
of the Cargo Pret nee A 1, | repeat, T am « vineed 
mshi vould not | yroper opportunity to participate 
IS ho disposition to make the 50-50 Pprovislon apply to com 
sale In the same vein, it should be pointed out that where 
a flag’ vessels are not available, the 50-50 provisions do not 
nelusion, the membersi Ip of the national Cl amb E helieves 
dequate (merica merehant marme is essential to our com- 
ind national security and that the principle of the Cargo Pri 
\et must be preserved if the United States is to have this 
tble nati al defense asset 
CHarmMan. Thank you, Mr. Ward, we appreciate vour testi- 
The chairman has communications from several local chambers 


nmeree, too, on this matter 


r. Warp. Mr. Chairman. it is a privilege to be here again bef 


; 7 , ] 
ymimittee on this subjeet We think it is extremel Vital to the 
(\, : rT 1 
\ HAIRMAN PhAankw Vou 
“a nn } 

\ I han Vou 


( HAIRMAN Ott t! ‘record 


diay IssION olf the record 


e CHAIRMAN. On the record. 


| hear from Mr. Garnett 


Garner. | will make it just as fast as I ca 


> 


STATEMENT OF GWYNN GARNETT, ADMINISTRATOR, FOREIGN 


AGRICULTURAL SERVICE, DEPARTMENT OF AGRICULTURE 


. 7 tr. t ‘ e 
Ir. GARNETT. For the record, | am Gwynn Garnett, Administrator 


\t the pleasure of the chairman I shall file a statement. 


of the United States Denartmer 


© Foreign Agricultural Service « 


\ericulture. 


» CHAIRMAN. We will insert your statement in the record at this 


he above mentioned document is as follows 
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PROTI [TS OF OTHER EXPORTING COUNTRII 


» State Department by governments which claim injury 





( Law 480, agreements negotiated bv the United States 
1 countries have not materially affeeted either the scope or content of 
eeiment In no case have we, as a resul of sucl protest, altered an 
already negotiated An allegation of injury as a result of previous 


} - 1 . e 
has tended to make us more aware of the danger of injury so far as 
ag elmMents are concerned. In such cases, e have Hecornne more 


minimize the p ssibility or extent of injury. This has been done by 


ions to insure that purchases under title [ would be in addition to, and 
replace, purchases from traditional supplving countries Efforts are 
oid merely displacing purchases hich would otherwise have been 


any source by an importing country with its own foreign exchange 


NITED STATES TRADE BARRIERS 


t co ls The authority contained in section 22 of the Agri- 
\djust ent Act, as amended, to control imports In certain circumstances 


of itself create barriers to suecessful negotiations respecting imports of 





1 States agricultural products. The provisions of section 22 are not appli- 
o all agricultural trade into the United States. Controls are employed 
ler only when imports interfere with domest agricultural programs 
his authority has been in existence over 20 ye: it has been necessary 





pose controls in a comparatively few cases, affecting a very lin ited portion 
d States agricultural import trade. Current controls, for example, affect 
2 pereent of total United States agricultural imports Those who are 
interested in expanding our agricultural exports have recognized the need 
preventing an abnormal volume of imports from interfering with domestic 
iltural programs even though they themselves would not be directly affected 
such imports. As a result, they have not regarded either the authority in 
22 or the actions taken thereunder as hampering the liberalization of 
gn restrictions against United States agricultural exports. 
rif? Act.— Neither can it be said that the Tariff Act and United States tariffs 
barriers which limit substantially importation of foreign agricultural 
lucts or deter our efforts to seek removal by other countries, of barriers to 
i ted States agricultural exports. In fact, section 350 of the Tariff Act, which 
horizes the President to enter into trade agreements with other countries has 
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Mir. Gaunevr. Let me just make this very brief statement, th: 
I would first like to make it clear that the Department of Agricultw 
is firmly convinced that the maintenance of a strong merchant mari 
is essential to the national welfare and security of this country an 
we are not going to debate that. 


However, as you well know, Mr. Chairman, the Congress | 


directed the Department of Agriculture repeated] to export surplu 
farm products at maximum volumes and maximum speed; that thos 
directions have come to the Secretary in the form of legislative direc- 


tion and in the form of pressures. The situation is simply this, that 


cargo preference is a limiting factor on achievement of this objective 


ry 


in some instances, not in all, and that our purpose and the purpose 
of our statement here, is to enlist vour support and the support o! 
the committ: to so modify the Cargo Preference Act that it will 
not act to limit the opportunities to move agricultural surplus prod- 
ucts to other important maritime nation 
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Ve feel that it is so acting that it limits the export of somewhere 
en 50 and 100 million dollars’ worth of farm products to these 
maritime countries and such modification 


e CHAIRMAN. Mr. Garnett, would that be the $100 million 


mate? Would that be within the $1.5 billion program? 

Garnerr. Yes, sir. 

CHairMan. And for the record, ve have met oned it on one 
easions, that veneral amount he general sale of $100 muil- 

countries ere Involved there, generally? Denmark was 

member 

( INET S ! ne tries and e United Ka 
the principal countries where this is a limiting faetor 

CHAIRMAN. And thev are t maritime countries? 

(TAR | Vhev are the maritime cou iri md we re lot 
programs that would othe se be possible mto these eou 

CHAIRMAN. Do vou have anv direet evidence: from those cou 
it thev refused olely hee use of the 50—50 proeram to parti 

Garnerr. Three of he countries opened negotiations for 
sized programs. They then withdrew the programs whet 


} 


ound that careo preference woul | apply 


CHairnmMan. Was that the sole rerson they gave them? 


\ GarRNerr. That was the sole reason thev gave. There ma 
heen other factors We are not in a position to Sai that. 
CHAIRMAN. But, were not there some other factors involving 


eurreney exchange and the rules involving currency change also? 


\ir. GarNrevr. No, sir; that was not a problem in those countries. 
he CHATRMAN. Maybe you do not have tt in writing, but vour 
ession In negotiating with these countries was that they had 

refused because of the 50-50? 

\ir. Garnetr. That is correct, sir 

The CaarrMan. And those programs involved generally, vou 
ild sav, around $100 million? 

\Ir. Garner. | would sav that would be the upper limit. Of 

countries we think that it would be somewhere between 50 
100 million dollars 

The CHAIRMAN. Somewhere between 50 and 100 million of a 

0) million dollar program? 

\lr. Garnetr. That is right. 

The CHarrMan. And the one sale 

\lr. Garnetrr. I would like to correct that, from 50 to 100 mullion 
lars per year. 

The CHarrMan. Oh, in the 3-year program? 

\ir. Garner. Yes, sir; so it could be, say, from one hundred fifty 
The CHarrRMAN. So, from one hundred to three hundred? 

\ir. Garnett. That is correct. 

The CHAIRMAN. Because it was the one sale thes er quite 
liliar with the refusal by Denmark which involved the first sugges 

Mr. Garnerr. That is right. 

The CuHatrMan. Go right ahead. 





VOU Just one 


{ 17 
1 Ol your & 


United Kingedo: 


participated at all, a 
COMMOd 


to do this mm, ¢ 


even without these 
\\ C are 


L, SII 
| \ 
hatwehave. W 
ation 


(his is a limit 


without America 


> 


as high 
Sino Ppropositlon 


tion on the opporti 








AMENDMEN'’! TO CARGO PREFERENCE STATUTES 


‘?é 
\ir. GARNETT. We would like to do bettet Phe farmers ne 
a matter of establishing United States products in those markets 
we would like to KeCDp them flown © continuously 
Mhe CHAIRMAN. | think Vou have done a very rood iO} on il ric 
ype vou can continue the program. bt would be for it, but one 
illic We do O1V some restrictions that w think are in the ov ra 
al benefit in developing the program 
Ir. GARNETI In this case the products are NOt MOVIE |" 
» benefit to the maritime interests I think that it would ) 
ire the maritime interests i commodities moved 
(CHAIRMAN There Is testimony that vou feel there wo | ir 
movement and, therefore, it would be veneral 
Ir. Garnerr. That is right 
| (HarRMAN. That may be true if our ships are availabk 
ir. GARNETI We are 
i the CHAIRMAN But if they Levixe hie SHIps Oubl OF service ay 
ue Not available, then anv enhancement Ol movel it would 
to foreign flag vessel 
| CZFARNET I Wi hope that thes Will make Thiol iiLPS Viallla 
ie CHAIRMAN. We are t vill lo Keep these ships availabl 
30 that vou will have competition, and the he returns will 
r (vyARNETTI We) ihe ith io Work tog i ) hea \ 
{ | maxunul } products 
( \] | i tiril i eC stalk ( 
Webstrkr. Mir. Chairman, | had just a few general quest : 
in lywge measure are conjured up in my mind by Mer. Ga 
tatehieiil You Sila as | recall it that a trong’ mel cil 
Ine Is essential, and vel you have also said that it is abs | 
tial to move at maxunul peed tihese surplus ag iit 
ics correct? 
(sARNETI l did OLS \ Lila ‘Thus 5 v ul he Co Q) 
law 
WEBSTER \ mul ALTe™ that is vbat you would lik: LO », ao Vou 
lr. Garnerr. [| think that there is a universal interest in mo 
maximum volume of commodities, as far as possible 
fr. Wiepster. You strike me as a fair and reasonable person, and 
not agree that there iS a certaln co {hae Hetweel Live Wo 
tives having (1) a strong merchant marine, and (2) m 


14 | 


WiLura commodities at the MaNimun. sp ed che hn tne I | 
tities Wi uld vou coneede (hat there is : holt ifliet be yeen 


\ 
W ¢ objectives 


Vir. G NI | j Wo ie Wall LO desl li La i 
< that there Is : possit tv Ol Ork rut Le SISiatlo 
nit these commodities to move whi ,are ii HOW MOVIN ana 
that tha don’t move cli sn’ help the merchant MmMarlmhe ; \ 
other Words, ui ewe cah move jus hora OUI TP J 
lion worth of additional cargo iat Just ts Ol movi { Nh 
: Line 
\In Wi ISTER A ML Wwe ao il i il WW al hicl \ ¢ it | I 
e merchant marine, vou would be all for it 
Ir. Garnerr. Yes, but | would not go so far as to sav that QO} 
it would move on l nited States cargo vessels Certamly ther 


iv be some nevotntlions Ba 10), or some lesse! wma 


“é \) 











ia ) ( FERI NCE STATUTES 
yy - ! ippare I 1uses these counti 
\Ir. W | | coneede, will vou not ha 
e these legislat hearings progress, the House heat 
articipated and the hearings vesterdav, where tl 
5 Department testified, and the hearings here today, that all 
ec] ce 0 Ws 
( 5 =|! 
| \\ ) eom! ! 0 he fev that the S 
D » t Departn of Commer espect 
t ( ler Public Law 664 this title 1 « 
| material? If vou have, - thi it would be helpt 
( ( | 
\1 Cy [ do kno he background of that I think it wou 
ppro] { 14 lw 10 put 1t on the record. I do not meat 
( 0 questo! 
\ Wepsre That is perfectly all right. 
The CHairM \MIr. Webster, may I interrupt? I must lea 
ecause | have an appomtment 


\ir. Webster has a few questions but I did tell the Senate that w 
| 


ould have full hearings on this matter, and [ do not want anyone to 

iweest that we did not have full hearings on this matter, so anything 
else that you want to put in will be received and gladly so, 7 

Mr. Wessrer. Thank you, Mr. Chairman. 

Coming back, Mr. Garnett, | am verv interested, and I am sur 


the members of the committee will be and the entire Senate, in any 
proposal which you or anyone else has to make that will accomplis} 
both objectives 

| think you know the two objectives that I refer to: (1) The strong 
merchant marine; (2) disposing of all surplus agricultural commod- 
ities In accordance with the mandate of Congress. 

Right there on the second, it seems to me—and I want you to feel 
perfectly free to correct me because you are much more experienced 
im this, in the feoeesis of our agricultural surpluses than I am—that 


you run into a stone wall with your argument when you are faced 
with the fact that you are actually a = ‘ast up to schedule and perhaps 
ahead of schedule, and will not tell us, I assume, that vou expect to 
be unable to meet the 1.5 billion within the time limit imposed. Am ] 


correct that you will not take that position? 

Mr. Garnetr. May I approac h : in this way: Public Law 387 of 
the 84th Congress amended Public Law 480. It raised the authorit) 
from $700 mi ion to $1's billion, and then it went on to say that this 
limitation shall not be apportioned by vear or by country, but shall 
be considered as an obj yec tive as well as ¢ limite ation to be reached as 
rapidly as possible, so long as the purposes of this act can be achieved 

ithin the safeguards established. 

This act is to e mph isize trade development as the primary purpos: 
of title I of the Agricultural Trade Development and Assistance Act 
of 1954. 

We have taken this seriously as an instruction from the Congress, 
and we are carrying it out to the limit, and that is to-—the language 
is—be reached as rapidly as possible. 

In other words, the language itself says that it is not to be scheduled 
over a 3-vear period, but it is to be reached as rapidly as possible. 
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1 
i 


r. Webster. LT think vou make the point very well, and | 
therefore, whi living p> to the strict letter of that vou feel that 
s vour obligation to proceed full speed ahead ln a sense, ev 
ugh vou recognize the necessity for a strone merchant marine, and 


sume even though you recognize that the Department of Com- 


Ce 1s probably the best qualified muthorityv on effeet of remoy 
the disposal program trom the coverage ol the cargo prelerencs 
you still feel that vou Hust, 1 possible, excraipt these surplus 
itural commodities from the coverage of Public Law 664 

orrect: 
\] (1 vi Tl Wed ad not make anv blanket proposal We wo ll 
Wk Ist as exact and preci i We would like to 
| Lia 64 mocditied so that I | I 1 Oo Live port 
nm produ Ss al thi tit i is soul Cl us | it 
(4 Ls Ou how 
{ \ rh | has 1 I Her iron he House | 1) 
in the Tlouse rep » your testimo ind f i 
( erhi & Mur tes ) mterberes ith the di Do | 
witu Col NOC tle to tl NOUW-TEL Tbe mtions An i 
| : rl It ha ( \\ are nol qt re of thy YOSIUL 
rps)? eli pan ha recentlh ba sed ome obi LIONS Wi nnd 
an unconfirmed report, that they have recently refused to 
C pod mullion worth oft farm products heen Is of tl ‘applic 


vo preferenc 
\V EB AR J nere are a fo V thing i thy Hou eC report, if Ol 
with me, whieh | would like to bring into our record h 
your specific confirmation on or denial on or comment on ea 
appr priatio is 
\ir. Garnerr. Certainly 


\ir. Wessrer. On page 4 of the House committee report refer 
vour testimony this statement appears 


Garnett outlined the basis for the opposition by the Department of A 


to the application f care ‘eference t the it] | pral 
1)¢ ipplication Of cargo preference to 4 1U1¢ program 


es vid. the BY partment has lost opportunitie sto move eommodtit 
ber of countries 


! 


Now Mi Garnett, J othr r from your summary toaay of the DOs 
of the Department that that is the main thrust of vour argument, 
hat correet? 

Mir. Garnerr. That is correct 

\1 WW EK BSTER. The re are two other part 5, 2s | read the House rece 

Skipping a paragraph, and still at page 4: 
Second, he said, the eargo preference requirements has resulted in added cost 
farm program. 

From what we have been told. I gather this added cost is somewhere 
the viemity of $3 million. 

\Ir. Garnetrr. That is correct. 

\lr. Wensrer. Is it not true that it might well be that but for the 

\merican tramp fleet, which the Department of Commerce says 
ould become inactive, become laid up, if cargo preference did not 
pply, that that $3 million differential might be actually as large or 


larger than the $3 million, we know it to be today. 


Mr. Garnerr. I think that is a possibility. 
\ir. Werster. I think we could go further. 
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: Is that still your position? 
\ir. Garnetrr. That is neht 
Vir. Wesster. Further, ‘the Department of Agriculture regards 
e surplus farm-disposal program authorized by title | of Publi 
aw 480 as a successful operation.” Is that a fair statement? 
Vir. Garnetr. That is a fair statement 
Vir Wi BSTER Then skipping down a little furthe Ps 


\lore importantly, in answer to the direct question as 1 whether the 50-50 
on was seriously impairing the farm-disposa prograt oversens \Iy 
stated that It as not a serious deterrent 

Is that Out oft context or do Vou feel that isn fair statement vor 


hasize in vour testimonv there? 


Nir GAR? I'l | do hot recall havine aid that statement hut | 


the facts would show that we have committed $114 billion of 
tment and | think when we ida this, it ould have beet \ 
. ; 4 ' 1) ! { +} 
million more Dv this rhe 1 Ww 1d | tO Quainy at 
} 
1) 


\Ir, Wensrer. Yes 


| , ] ly | 
Ci YETI Wi nave very natural ag Liturad trade resacpons 
1 . - ; : 
these maritime nations whose opulations are much greatel 
an ts 
j eS eS md S npg Ant fe ] ia) ~ its e| ~ 
- ] { - ] } | t { t 
( ii 3 O! Ruwowusi md W W ¢ ( | ) S Sf} ( a 
+} | { ] { ly t 
( CepD) mM) isin er STALCS mn produets wherevet 
\\ Cfomine por} to nips WwW at statemen rié 
leal_ is ther nV way t we ean trad vith the Seandinayvi: 
| } i} a surplus agi ] ral eonmnye } OSs ess \ el i1 
. ' 
fol efor American-flae vessels in carrvinge to tho count : 
; | 
| (; i! | do not now whether | ritd \ { ca) ( 
! } 
0 not birt Y ce no ey mnstane t VISUALIZ 
! ] | | ‘ Pw 
1) ) sm tthint t I would t mm nn cr ) 7 s 
4] ! ] 
3 ould hk tha | ! 11d VPUT! oO} Pel I 
1 2 
ses the trouple 
| ' , 1 ' ' 
| | not te hhayt i we sin ! } a { ( yiyic | wid 
j 1 
| 
j tha i v mad I minds a vila ble nat up to ou p nit 
| 
' eS 1 ni res Count < vinta i ra) ) eran 
j ‘ 
j oO 1 nN | I ed State ts \ Ie 
i ‘4 ) : 
Hol oO Do Ou Tt } ! Lyte isty { Oo Nn ns 
’ } , 
\1 2 ie a ae - : ‘ 
! (GARNET Were to offer to DAV OO Neres ror the cargo spa 
' } 
id imagme that thev would take it 
\1 11 1) 1 ; ] 4 | | 6 
\i \ | but | notice that vou do u the word WMA 
4 y j ] 
pav to ow hips the differe tial, do vou not also belie 


) 
, 4 1 ; 
od chance that the maritime nations still would not participat 


\! (FA RN] My | would think probably there is a 
\Ir Wi BSTER | was lust rong to sav one th 


bout this is, is there not a rood chance for a nation lke Denma 
articularly the United Kingdom to be willn ¢ to say that it is a 
hing for America to have a strong merchant marine for nationa 
ense, but it is just good business on their part not to want to build 


Q competitor 
\hi C(FARNETT There would he penefits that would aeecrue to t} 


+> a 


rv if they had the opportunity to get dollar exchange to move 
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tages would be enough that thev won 

I cood share of it in [ nited States vessels . 
irther proposition is that it would seem to me that it would | 
isonable under a program of this kind that we would still trv t 
the maximum up to 50 percent in United States vessels, bi 
would have some greater bargaming latitude than just 


x0 Dp Cel 


+} 


BouUuRBO 1) vet from Mr. Rothschild’s testimony 


i of an alternative, such as that, migh 
“| States a great deal more than we are paving und 
the present 3- to 4-million-dollar differential? 

\I re. No; | guess I did not pick up that point 

\lr. Bourbon. We have a specific point here that I would like 

into now. Yesterday the applegrowers presented their problem 
among other things they suggested that the act be amended s 
he 50-50 agreement should not applv to such transaction 
the Acricultural Trade Development and Assistance Act ot 
as amended, as related to commodities acquired from produce: 
handlers in private trade without ownership by CCC, and ti 
statement that most of such products which had not bee 

ned by CCC would be fresh fruits. 

Later in some discussion it was brought out that that was no 
exactly so, that tobacco and wheat and cotton, are among some o! 
the products going in quantity which do not necessarily have to b 
owned DY COU 

Mr. Garnerr. That ts correct, that the majority of the commoditi 
that are involved here and the products that are causing’ the Cree 
depressing effect on farm prices are the basic commodities of whe: 
and rice and feed grains, tobacco, and cotton. 

Mir. Bourspon. Have you had any particular discussion with thi 
apple people, for instance, as to how their problem might be solved 
that they should be excepted from the operation of this act? 

\Ir. Garnerr. No; we have had no discussion, but it would b 
rather difficult to make an exception for one fruit or one commodit 
that would then in effect be a discrimination against other commodities 

Mr. Bourpon. Is it or is it not a fact that one of the reasons why 
they are not selling, I think it is apples, and citrus fruits in England 
is because of a lack of dollars and because thev can be gotten fron 
oe block? 

Mr. Ganxevr. For example, the United Kingdom gets fruit fron 
several Mediterranean countries, for instance, Spain and also Sout! 


countries within the stern 


Africa, on a sterling basis. 

Nir. Boursnon. That might very well be one of the reasons why 
there has been a lack of that trade on the part of the United States 

Mr. Garxerr. But that illustrates the very problem that under 
Public Law 480 the products could be purchased in sterling. 

Mr. Bournon. That is why, of course, it is because of the convert 
ible currency angle that these people feel that they are being discrim 
inated against; that their business is being impeded or injured. 

Mr. Garnett. That is correct. 

Mr. Bourson. So that vou do not believe that any one particula 
group like that has any special claim to preferential treatment? 

Mr. Garnetr. | do not want to get into the position of being 
opposed to anybody’s program. Our desire is to assist in the 
marketing of all farm products, apples as well. 
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\fr. Bourson. One other thine, for the record, would v 
he or go through the details of a sale made under this act: 


nee, we will Sav a Man in 
he hasn’t anv dollars? 


South Africa wanted to buy 


s of cotton, and 


\ir. GARNETT. He has 


though ne were hy 


1 
to put up a lette ol 


Ww if for dollars 


as 
it the eentral ba: 
conversion of t 

ter Day 11) lira, a 


neht have been earn 


count foreign currence 

Bourpon,. TT 

nm made that 

GARNET 
Bot RRO 
to buv the 

(GARNET 

BOURBON. 

GARNETT. oes not tra ( 

Bourspon. Thank vou. | notice se USDA 
es of possible sales abroad it is specifi ial would 
| the Commodity 


i 


to be replaced With 
Garnerr. That was required u 
It was later modified Line 
It unnecessary. 
BourBon. So that in anv e: 
mses besides fresh fruits this 
stocks and that ean be sold fro: iy 
GarNeE?rr, That is 
LUCKEY. Vith reea { products 
‘an they be purchased from private own 
] 


it from the Govern Mt SLOCKS 


Gannxerr. | believe | 

exception, and that is if 
it is only the Commodity Cred rporatior 
but wherever the products are sold On vn net export 3) *( 


ority 
may come out of the private trade stocks 
of 


move a cargo of wheat out of pi 


Is one 
? 


if you 
vo of wheat that will not have to be purcha 
lit Corporation and stored. 

\lr. BoursBon. Just how muc! 


Commodity Credit Corporation s cs. | instance, J am 
LO.Q06 ( to {) 


ws) \ 


on grower, and i grow, we will sa 
mmodity Credit take over som: 
\Ilr. Garnetr. Let me explain it in tern Inv OW! farms operatlol 

hisacorn farm. When I vet ready plant a crop, I look at th 
arket and, for instance, last fall or a year ago, the loca 
15. The Government’s support price was $1.54. 
Therefore, I put my corn under seal— under Government-approved 
even though it was on my farm, and received a loan 


iA 


| market was 


i 


lorage 
54 a bushel. 
Mir. Bourson. On all your corn? 
Mr. Garnett. On my corn that I wanted to sell for cash, and the 
following July, I had the opportunity to pay off the loan or give the 
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{ | | ee t | | wf ] 
er t} fe} ¢ tie ¢ i¢ o re) e Commodity redit ¢ 
ry 1 ) 


er words, the Commodity Credit Corporation makes what 
I loan so tha if vou don’t per ofl the loan alte 


piration of the loan vear, you simplv transfer the title to tl 


oy cit ( l dit ¢ mrporation 
\lr. Bourspoxr. You have had the privilege of transferring all von 
ry o the Commodity Credit Corporation: would vou hav 
( ‘ V"¢ eC ent Vw Viiv} e that you would not Fro 
G (| s. tha ; hi l had to plant within 


1 ~- 1 1 
) the S] y Price ould he be ehoible und 
1> 4 | | } 
I + -} a en t ) t had never passed thro 
( ( ( 
‘ 
{ 
‘} } ) —1 
il 4 move {} i rs in | 
5 Div I } he Ce I titv Credit Corporation w 
: 11 ' 
} »>take ove It would repress orl hat the Commod 
ees 
‘ ‘ } } ( } ) eve if nike \ ! 
' y 4 1} ] j 
' | eect it ) ad ¢ ( sll porn iI Val prod 
1 ) T 
' ] 1} 
V1 ’ 
| ( Lil ¢ Thiat y many 
“| 
ha ht They Wn Is Nhationwid 
\1 j ] ; ] 
| COUDI nore ¢ atv 3 Tha Voutd 
\ i i ( i { ( POSITIO OL Tire 1) yartment ol \ 
( OdiLV 644 a ppieabtl 0 480 1n toto to 
‘ 
1) = 7} ! !'] nt qdamenadine 
. 3 
} | 8 You state in the last paragraph « 
! 
t aa 
S i 5 J 
. , { { 1, 4 tof 
_- () (] ~ f ( ( ) Tyehi ~ ) 
\I cope ¢ he ¢ i] 
\ \ 
\ | ) I cy eh ] \ cl will ‘) 
! 4) ts m nrodil 
‘ ae . 
\ ( ; 43 orld ory ll maritime countri 
. 
‘ (a \\ ! \ ! 1 ery ms he : maritime country 
- 1 this time it as not been : Issue ll Japan | nop 
os { ] ‘ ; | 
fapan certainty is a maritime nation to while! 
a |] . ' ] . . 
no words, would O still desire modification 
ote - 3 42x{ ) ray ad? 
‘ ' ' 
\1 ( I n not prepared to sav that the needs to be 








is to Tin | i 
mort of farm pre \\ e found 
) tril ils ( 0) j 
) I Ci (>I I ) ) 
I 0) ne i ereehl 
not 
\ ' 
> mu l 
inh CO ( 
( NI | i 
vhv t oul 
Fone, and vet we beli 7 
gd out 
bul ¢ \ Crariett Wil J ( l ) ( 
1) nal 1} ri | { sig ! 1?) 
Ie } ; ‘ 
eit Vrs Toba Vi | | 
| GFA RNET! Phat is rieh 
| | ( \1 ? Oy i 1 | | | 
ited re ti neVotlatlo ) it le 
i 
i (y \ \\ bith ! al ( the it 
\ Lert 
i | Cl Bu \ | ul rthy thre 
Lr | Yi 
fr. Luckey. The ach the future th they may par- 
f thev find they ar ne lo t ol 50 changed 
i CiARNI There 1) Cl ) Dresstol OF LO | \ dl 
e have not eve up beeau f th | ( U \ 
f mv staff is on there no, il] \ Iva hi 
eco deal in the United Kingdon 
Vir. Luckey. Is their objection based on an overall objeetio 
Moris it based on an objection that if they are purchasing 
they could carry it home 
\Ir. Garnetrr. My understanding is that the basis for their obj 
is that this is not an aid program that thet people pay as] \ 
inds—-that is, their importers pay just as many pounds per tor 
argo as they would under any other program and that we get a 


ier good repayment from the funds 
So, for example, I reason this way that in order to make or to induces 
he British to take the tobacco deal that we did get we had to frame 
in such a way that essentially it was an aid program and that they 
ould then accept 50-50 cargo on an aid basis. 
Mr. Luckry. In other words, then their objection seems to be 


at they make a purchase utilizing their currency, which we lat 
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convert to our people over here, and they feel that they have a rig! 
to carry the cargo in their own bottoms. 

Mr. Garnetr. They interpret title I of 480 as being a commerica 
transaction and not an aid program, and as such that they shoul 
have the freedom to move it if they see fit. 

Mr. Luckry. One last question I have: Are any of the farm prod 
ucts that you are shipping abroad in heavy surplus here; that is to say 
that out of the uncommitted portion of your program which you stil 
have, is there any one particular commodity in such excess that you 
are going to have trouble unloading it during the time left to you t 
administer this program, and if so, is that the type of product tha 
vould be purchased by these maritime countries? 

Do vou understand the question? 

Mir. Garnetr. Let meseeif ldo. IhopeIdo. Our long surpluses 
are in wheat, cotton, rice, and tobacco. These are products whic! 
‘se countries need. As an example, they need feed grains, and ther 
is 2 shortage of feed grains in a number of these countries, but their 
exchange just does not permit them to buy it in the western countries 

Where a country like Norway trades fish and aluminum to get i 
from Communist countries, we feel that it would be better overa! 
for the United States to provide the grain rather than to have them 
ret it in that w ay. 

Mr. Bourson. Mr. Garnett, as been stated here, first, are no 


some of these products sold to some countries at less than worl: 


— 


I 

market prices, and secondly, does our country actually vet anvthi 
hike full financial return from the sales? 

Mir. Garnerr. To answer your question 

Mr. Bournoy. Pardon me just a minute. Gentlemen, before « 

‘ fia a lt mioh tat hat the hear y lH bee t | 
7O @uv further, t mught state that the hearme will pe continued ne 
Thursday oom (G 16 at 10 o’ clo kk 


Mr. Garnievr. To answer your first question, we have only o 


export price In other words. there is no price concession uhae 
Public Law 480 that sales are made under 480 at the prevailing expo 
levels Is that satisfactory to your first one? 

Mir. Bourspon. Yes. . 

Mii Gal NI I The CCOTIG question Was, Do we really vet an 
epavment ? 

Mr. Bourrnox. No. Full repayment. 

Mi. GARNET Do we really ret full repas ment. This is ah answel 
that it is impossible to generalize. It varies greatly with the country 


[f you take a country like Ecuador or a country like Pakistan that is 
very poor Oo} where they have very inadequate resources, the prospects 
or any adequate repayment in terms that I am sure you are thinkin 
we not good. On the other hand, | think that a country like Ger 
mat the United <ingdom, is virtually oiltedged. in the case of 
Brazil and some of the others 

Mr. Bourspos Wait a minute That tobacco transaction was not 
viltedged. We almost gave it to them. 

Mr. Garnerr. If it had not been for the houses, we could have don 
something about that. We gave them the houses, and they were 
rented back to United States military forces at a normal figure. Of 
course, that is the very thing we wanted to get around in 480, so that 
n the future we would be able to get as much value received for the 
['nited states as possible 


1 
i 
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\lr. Bournon. Asa matter of fact, under 480 sales, in great measure 


there not some financial concession to these foreign nations? 


Mr. Garnerr. There is a financial concession in a good many of the 
ses, I most every case. 

Mir. Wesster. May I suggest that a concise statement of this 
| yoblem is found at page 5 of the House committee report, and if you 


e| that this does not correctly state the conclusion which the (‘on- 
ss should reach | would like vou to say so, Nir (rarnett. for ow 
ord. 

This says as follows: 

rhe simple truth of the matter is that is borders on the ridieulous to deem com- 


reial the kind of transactions made possible by title I of Publie Law 480. With 
xeeptions, the sales would not be made unless the United States Gove rnment, 


sorbed, as a direct subsidy to American agriculture the difference betweer 
domestie and the world market price and, then, furnished to the foreign 
tries the dollars with whieh to make the purcl ses The statute is either 
terms nor in design an authorization only to make commercial sales abroad, 
President so stated when he signed the bills; he expressed the hope that at 
future date purely commercial transaction ould supplant the type of 
tion there authorized 
Phat is certainly fair; is it not 
\ir. Garnerr. No; T would not agree that it is. Where it says, the 
lanation, where it goes on to state that this is required in order to 
‘the sale, is a pretty fair statement. 
It is a reasonable statement. The statement “the simple truth of 
matter is that it borders on the ridiculous to deem commercial 
sind of transactions made possible by title | of 480” 
\Ir. Wessrer. You feel that might be an overstatement? 
\lr. Garnerr. | think that it is a ridiculous statement. It moves 
vh private trade channels. As far as importers and exporters 
concerned, tt is a private transaction. Certainly the United 
ites has in its pack today a very large recovery in value of the 
ds that are used over a period of time, and I think that is at least 
ery extreme statement 
\lr. Wessrer. There are 1 or 2 final questions, which I bad. Go 
back to vour explanation to this apple situation Mr. Bourbon 
: ought up —I first concede that I know verv little about it—is it not 
that some of the apple growers have taken the position that 


\merican-flag vessels, reefers, are not available, and that they should 
permitted to use foreign-flag reefers, and that the Department of 
\ericulture has not found unavailable American-flag vessels, and, 
refore, they have run into an obstacle of not being able to get 
nsportation for their apples; is that part of the problem? 
Mr. Garnerr. Excuse me. Let me ask a minute, and get that 
formation. 
\Ilr. Wersster. Certainly. 
\Mir. Garnxerr (after consultation). We have not had a fruit case 
here we were unable to get it moved. That is, these same countries 
at we have been discussing are the potential markets for these 
oducts, and the problem is to get an agreement with the country to 
iv the fruit, overcoming the objection to the cargo preference and 
at we would be very anxious to help move the apples. 
| do not want anything that I might say to be construed that | 
oO not want to move apples. We want to move citrus fruits; we want 
move all products that are in surplus. Mr. Hudtloff points out 





















| Oo { under proper administration. « 
i Hod 1) ( Tr) U¢ ! fore i-flae fers 
ir: 4 robiem | ) he agreement with tl 
MATIZ C Posi mm. as | understand 
y | \ uture, on its Oppesitiol to Public Law 66 
» the posal ol surplu Re | tural commoditie V« 
! thy that impedes or slows dow thre disposal of surpl 
' ) oO CO (Le yb ! mporte ! cipl thin 
3 merehal arin | ith that vo 
\ ) ) (L \ 1 have cluded that we Ci stili fia 
| | vithstand i Department of St { 
twitl the Denartmer ot Clommeres POSsIL i 
1 omen ru ia ISO) | cempied rom Pub! 
{ | \ summa 
i NET hint 1 L Tau Subimars Niay | nce lust 1 word 
Wi lieve that a enn be found to modify Pubhe Law 664 
ot limit l restrict the export of farm products 
\} ' HI; \ voested such vaVv in vour statem 
\1 | \\ not for 1 reaso that \ 1 hol ‘ 
ent md we tia Ic SslioOn Lit \ Have Gisclussed tha 
' ( oned wt Vi find do hol fit ly Dis thie ( re oth 
( rit (>t) »>tLNemM 
1 thy youl rreaquire Someon t | at KTOWS Lhe uVrie ultural prob 
niand the shippiag interests, and | think it is primarily the shippin 
1 ests that should help do this. that here is a restrietion on thi 
DO ! oT far {)! Th threat Is Caus d 1yy a shipping enactment 
ind PE believe that itis fair to sav that they should help us in this tim 
to rel this restriction, that shipping industry in the United Stat 
Is booming, that cargo space ts loaded, that agriculture is ina seriou 
Sittiiflion nal that noun ir\ Is possible 1) making ( ouch eOXVhC( ptlo 
to vet this stull moving 
Vir. Webster. | think vou have made vour position very clear, 
Vir. Lveekry. Just one more questior ln vour dealin rs with these 
people 1) (hese people, | mean the maritime nations do Vou fee] 
tlie ire basically trying to protect their own maritime interests o 
Tthen hev are basically (rvine to reoulate ours? 
| 


Vir. UARNETTI i dO not Mean to dodce lt. but | have hol analyze 


hat part of 3 fam tryvine to carry out this instruction that we hav: 








to move these farm products 





Mir. Luckry. But one of their main arguments im failing to come 






lo any agreement with vou on the commodities is the fact that the: 





cannot use their own merchant marine? 

Mir. Garnetr. | think the clearest one that IT know that relates t 
vour question is this: that the British felt that sales under title | 
were commercial transactions and that, therefore, cargo preferenc 
should not apply Therefore, in order to get this tobacco in, we had 












to vive it very much of an aid aspect 
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j ig thove-mentioned doeume ( follows 
i \\ (; \IA | 
: ; {0 ‘ nef [ ( 
; S ( 5 Wasi Or eS. ¢ 
' 
~ dey Counce of Ameren has } 1¢ { iD} ! 1 te 
mMspo n of JO ne ! Caoverl ad eS 
8) Vi ! \ iioic i { ) ! ible p 
Col t t hye . th Lt yr ( mer } 
! 
! oN eLlnY reac oO settle we Cargo Preference Act hy ' 
liey and t public welfare. The council represer e | 
! nd p-repalr organ \ ! tf the | ited Sta wt } 
! \ his a mpo nt f tor in bott | ! ! econo} mad | 
{ ident t iviril Lmerican merehant 1 rine is ( ( 1 
i yrad pbuuding | Ip-rep ndustrr v1 
Law 664 would most certainly cu ill \ rine ant ! 
] SS1OI ! he shipbutldins ina hip repair i ry nevital 
reduced ¢ 1OVN ror bo MATING nad hipvurd pe mnel 
1 result to e national economy and na mal security 
\ NNUAL Mie Ine Oda he entire me nberst 1 S ph d ? ri 
lthat [eonvey to yvouand the Committee on Inters ind | elgn Com 
preciat mm of thie yigvoro Wor \\ ( mad t ) } 1 17 
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with the hearing scheduled their desire that the emphatic support of that 
bv the council be included in the record. 
L. R. SANFORD, 
President Shipbuilders Council of America 


w JERSEY Dry Dock AssocraTioNn 
OCLATION 
Drv Dock Association is an association of | 
<« Harbor area with drydocking facititi 
\ } vy of 342,092 di placement tons. This 
roximately on hird of the t | lifting capacity of all privately owned dt 
docks in the United St: s, about 40 percent of the east coast and gulf at 
capac itv and over 50 percent of thre capacity of the east coast vards alone It 
two-thirds greater than that the entire west coast. 
Most of the vards are | Of the total capacity of 342,092 tons, less tha 
50,000 is contributed by yards combined. Of these 8, 2 have a capacity 
approxiinately [0,000 to in 1 Others 5,000 or less 


rATEMENT 


association to discuss the arguments of eithe 
\cet or those who oppose it Che object of th 
point out the many industries emploving countless thousands 
depend directly or indirectly upon American shipping for the 
vhich consequently have a vital interest in any legislation tt 
larine it is therefore sufficient to state th 


‘argo preference law essential for our domest 


depends directly upon the merchant mar 
uses and diminishes in direet proportion to 
rt is le pendence ol soip repairing, and likewise 
Inerchant marine Was aptly deseribed in the recent Revie 
ise and Intercoastal Shipping Trades issued by the Maritime Admi 
December 1955 at pages ftand 5 ; 
ind expansion.——Modet ficient shipbuildi 
tbsolutely essential to the national security of tl 
his respect was amply demonstrated duri 
} hand Canadian vards, the var 
worthwhile source of new ships 
ase the water tratis] L capil 
.of the war, and to repair da rhea 
Therefore, it is imperative that the 
-repair industries be supplied in time of peace w 
ders : a *CECSSUPry LO provide an % le juate nucleus of ino le riua 
it facilities 1 uld a repair the ships necessary in time of war and t 
number id re of shipyard and ship-repair labor needed for rap 
tin ot tril ul emergency 


normal shiy ding conditions, the American merchant marine is t] 


tomer for t ilding of seagoing commercial ships available to ship- 
| 


ited in the lite ts . Ships operated under foreign-flag regist1 


forei: hipyard costs are much lower than in American shit 


Obviously, tl S17 of the American merchant mar e will determ 

bulk of the business available to shipbuilding and shipbuilding and s 

r vards located in the United States—the smaller the fleet, the less wo 

t will be available The yards are supported by ships engaged in both tl 
domestic and foreign trades, but if the coastwise and intercoastal fleets do ne 
prosper to any greater extent than they have during the post-World War | 
period, fewer shipbuilding and ship repair yards will be in operation when need 

during « national military emergency.” 

Many othe industries, trades, and professions similarly depend upon thi 


merchant ma e, in whole or in part, tO 4 grea r lesser degree It would ser 
no purpe to tempt to list them all owever, the following, selected 
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dom, suggest the variety and extent of business and trade interests whos 
fure bears a direct relationship to the volume of American shipping: 
ker coal, coke, lubricating oil, and bunker oil suppliers 
is, cordage, and rope suppliers 
tomhouse brokers 
sel and gasoline engine suppliers 
ors 
building contractors 
lging contractors 
rical contractors 
tronics suppliers 
ric equipment suppliers 
minating and fumigating contract 
ght forwarders 
ture suppliers 
iries 
shoremen 
engineers 
ne hardware suppliers 
ine insurers 
rine paint suppliers 
ne salvagers 
e surveyors 
il instrument suppliers 
| architects 
ind acetylene suppliers 
ng contractors 
ng contractor 


~) iblishe rs 


‘aALKers 

handlers and marine suppliers 

consultants 

uship agencies 

edores 

cleaners 

inal and warehouse operators 

mat, barge, and lighterag« Operato! 

Ih) suppliers 

mnMen 

ipping industry representatives have stated that the cargo preference lay 
been of direet, much-needed, and substantial benefit to the American merchant 
ne. If it has had any effect of impeding the disposal of surplus agricul 
modities, it has not been of sufficient significance to deter the National Grange 
adopting at Chicago on November 25, 1955, the following resolution endo 
he policy reflected by the act: 
The National Grange considers the American merchant 


marine an indispe 
link to foreign markets as well as an important auxiliary to our national 

se. Agriculture and our maritime industry have a mutual interest in building 
| developing expanded foreign export markets for United States farm produets 

therefore, support the policies previously adopted by our Government to 
ce American ships serving essential trade routes on a basis of competitive 
iality with foreign merchant fleets and to assure United States mer¢ 
r and equitable share, which the law now establishes as at least one 
ted States financed cargoes.”’ 


hant ships 
I 


ialf of 


rhe loudest criticism of the law appears to come, therefore, not from within but 
m without the United States. It is respectfully urged that the Cargo Prefer 

Act is not only a necessary protection to the American shipping industry 
inst foreign competition, but is of benefit to the welfare and security of th 
ition by promoting the maintenance of an adequate merchant marine, 


t 





1 


rves only 


free TO move 


ol re 


Lil¢ supplie d ] 
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ibove statement of Under Secré Lary Rothschild specifically sets forth the 


premise which every exponent of cargo-preference legislation has recognized 


the cargoes thus restricted is noncommercial, that it is purchased by or guar- 


d by the Government of the United States with United States money. and 
fore that the Government of the United States has the right and the duty to 
how it can be shipped. Even so, the Government has not restricted the 
rent of more than 50 percent of this type of cargo Also, the act clearly 
tains that, in case such restriction should cause anu unfair a id unreasonable 
the rate structure of American-flag freight-carrying vessels, the restriction 
ot apply. In other words, monopolization and gouging are not permitted 
erican-flag vessels, in the same way that the operation of this law makes a 
tive effort to insure that they will not be permitted to foreign-flag vessels, as 
rred at the outbreak of World Wars I and II. 
he very same foreign nations that are complaini: 
vislation have allowed their own steamship comy 
agreed conference rates whieh would be illegal pl 
| this country It is been elaimed that (il 
Italv are nations whiel permit rebate 


tremely aetive fight against 
lis Opposillon Lo 
practices whien could 


ron 
\ Ol 


the maritime 
are allies \ country through the 
ition 
s opposition to cargo preference legislation claims that only the combined 
of all the member countries can be depended upon in case of war and that 
f Kurope was overrun, the largest fleets of the European countries would 
available to us It must, however, be reealled that at the outbreak of 
{ War Land World War II, the United States was caught completely short 
pp despite the so-called available national vessels It was only because 
build up a large fleet rapidly that we were able to win these wars 
legislative direetor of the American Farm Bureau Federation has claimed 
the eargo preference legislation is hampering the disposal of Government- 
{ farm surpluses abroad. It is true that several Scandanavian countries 
balked at this cargo preference law and some states have turned down 
hases aggregating about $40 million which they ght have made if there 
been no eargo preference legislation. However, we would respectfully point 
iat section 22 of the Agricultural Advancement Act, under which the United 
has subjecte 1 Imports of farm production to quota restrictions, has injured 
more farmers and has injured the foreign market of American manufacturers 
ore than has cargo preference legislation 
So far $250 million of the $300 million quota has been programed in the disposal 
United States surplus foreign eommodities. The Deputy Director for Opera- 
f the ICA has already told the committee that the shipping provision was 
ist important of the major objections raised against the disposal of the re- 
ning $50 million worth of farm commodities, but that price was one of the main 
tions. 
eems that a number of countries, such as Denmark, New Zealand and the 
herlands have been protesting furiously when American farm surpluses, in 
competition with their own output, have been offered. For example, our 
g of 10 million pounds of surplus butter was in direct competition to both 
ind and Denmark These two countries took nore exception to our attempted 
ping of butter in direct competition to them, than to our using of cargo 
rence for the carriage of such butter. 
he light of the increase of farm exports by over 10 percent from 1953 to 1955, 
im that cargo preference legislation is injuring our farm export market is 
ult to maintain. 
the Farm Bureau Federation has claimed that it would be willing to support 
onal shipping subsidies to compensate for the loss of shipping revenues 
tiled in a repeal of the 50—50 Act However, this would mean that the Govern- 
t would have to pay the freight on half the cargoes twice, which certainly 
es no sense 
he State Department has claimed that the United States should drop its cargo 
erence legislation because of the accelerated tendency in other countries toward 
iminatory practices, which is sparked by the application of the 50-50 law to 


] 


sale of our farm commodities to foreign countries However, we respecte 


77493—56——7 
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call to the attention of the Congress the fact that other countries, particula 
South American countries, have had discriminatory shipping practices | 
have had cargo preference legislation. Latin American countries h 
re the passage of Public Law 664, favored their own merchant fle: 
through the operations of laws favoring use of their own ships at the expens: 
foreicn competitors even in private commercial transaction 
Foreign shippers in many cases have been made to pay a tax on freight earr 
by vesse.s other than those of their own merchant marine. Discriminatory pr 
tices have also included and still inelude such things as currenev-exchange ec 
trols; controlled routing of commercial export and import cargoes; berthing pr 
erences for national ships; higher port charges for nonnational ships; and vari 
inequitable charges and conditions 
mination in carriage of commercial cargo has not been restrieted to Lat 
spain, Canada, the Philippines, France, ete., have all had diserimi: 
‘ven applicable to commercial cargo 
nt ig he above facets, the Industrial Union of Marine and Shipbuild 
Workers of Ameriea, AFL-CIO, respeetfully urge the Committee on Mere! 
Marine and Fisheries of the House of Representatives of the United States to 
e maintenance and preservation of Publie | 


ev 
664 , y end 2 the principles of cargo preference provid 
; of a stron merican merchant marine is 


eountr 


(JORDON, SECRETARY O} sUREAU OF Raw MATERIA 
VEGETARLE O18 . ‘ats INDUSTRIES 


lic Law 480 from the provisions of 


To the contrary such action will dep 


+ 


which accrues from title I transactio 

nder the provisions of Public | 
y satisfactory. The burden of oversup 
s of the 1955-56 marketing veal has be 
present time there is a belief in so 
yurselves as respects our overs 
ynestic consumers of oils and fa 
s discussion we wv h to poi! t out that > mere [a 

mtention eXists 1s pr of of our statement that s} 

Law 480 have been satisfactory. 

should be taken into consideration in weighing tl 

ipting title I from the provisions of the 50—50 law is that Pul 
represent a heavy loss to the United States Treasury. Again c 

ves to the oils and fats field we point out that the Commodity Cre 

on cumulative shipments under title I of cottonseed, 
ils and lard through April 15, 1956, total 443,000 long tor 
Commodity Credit Corporation of these shipments was $161 

The market value was $153.4 million. Thus it may be seen that t 
United States Treasury on oils and fats shipments was $8.5 millio 
f the countries to which went the title | shipments in total val 

on includes the following as the recipients of quantities valued 
lion or in exeess thereof: Arventina, Chile, Colombia, Greece, Israel, Pak 

Peru, Spain, Turkey, and Yuvroslavia. The pro>lem of disposin: of 
currency acquired from most of these countries in title J transactions 
t tremely diMecult It would seem to be a mistake to further cot 
len by forezoinz the opportunity to permit American shippit 
uire dollar payments for transportation of 50 percent of tl 
lity Credit Corporation owns no surplus stocks of vezetable 
f vegeta cle oils and lard financed by title I purchase hy 


Agricultural Service must now be acqui 





AMENDMENT TO CARGO PREFERENCE ATUTES Q5 


ven market The world market situation during the 1955-56 marketing 


for oils and fats has been such tha considerable proportion of the liquid 
les made under title I of Public Law 480 for payment in native currencies 
have bye ns iid for 


"i 
evemp title | 
' 
| 


transactions from the provisions of the 50-50 law 
ir as trade in vezetable oils and fats is concerned 

closing I wish to state that the memership of the Bureau of Raw Materials 
\merican Vezetable Oils and Fats Industries is greatly interested in the uv- 
line of foreizn commerce. They believe that the maintenance of a strong 
ican-fla merchant marine is a requisite to that end. We believe tha a 
ial policy which assures a fair and reasonable participation by American 


hips in the earriare of carzoes owned or finaneed by the United States 


ree dollar- This is a further arzument avainst the 


nent is sound and justifies continuatior 


STATEMENT OF ERNEST FALK, NORTHWEST HORTICULTURAL COUNCIL 


the manager of the Northwest Horticultural Council with offices at 1002 

Building, Yakima, Wash. The council is composed of the following 
nizations of fruitgrowers and shippers in Washington and Oregon: 

\W ishington State \pple Commission 

Winter Pear Industry 

tlood River Traffie Association 

Rogue River Valley Traffic Association 

Wenatchee Valley Traffic Association 

Yakima Valley Traffie Association 

nember traffic associations are composed of growers, market 
ers of deciduous fruits in their respective area Mhe council repr 
rs of practically 100 pereent of all apples and in excess of 90 pere 


lelisuous fruits grown commercially in the two States, totaling 
O00 growers. 
to World War II, 28 percent of : produced in Or 
ton and 44 percent of the winter pr \ exported. Europe was our 
al market, taking in excess of 8Y percent yf total United States ¢ XK pol 
ipples and fresh pears. The foreign countries were an integral 
marketing program and were especiatiy important | 
izes and varieties of fruit not in demand in the Unite 
eferred by our foreign customers Thus the export 
= : 


to our domestic outlets. Chi Was especially 


part 


nd medium size apples in demaid in the 
n demand abroad grow on the same trecs 
of fruit exported sinee Worid War tT ha 
poits, ‘this decline is due to the obstacles ¢ 
h countries The lack of dollars a>road has been 
rreat extent, an excuse for protectionist policie 
its endeavor to export, passcd Pudlie Law 480 wit! 
» facilitate trade. Pudlie Law 480 provides, in 
dollars abroad for certain purposes, the United Stat 
pay with forei.n currency acquired throu sh this currency 
thereby enabling United States asricultural producers 
n curreney when dollars are not available. 
line in fruit, in recent years, has been entirely on a private basis, with sales 
ed States zrowers and exporters and purchases by private foreizn importers 
ple and pear industries have made no sales under Pudlic Law 480 \pple 
the 1954 crop were sold to private imnorters in the United Kinzdom and 
d under currency conversion provisions of section 559 of the Mutual 
ity Act Apples and pears from the 1955 crop were sold to private importers 
nited Kingdom under a section 402 program. 
at Britain delayed issuing: licenses for purchase of 1 ‘rop apples for more 
1 month, and at a critical time, reportedly bee: ‘() luded the 
clause in the purchase authorization, even thou sh 
n United States vessels sailins from the Pacia 
only one United States flax line serviny Europe ’ 
refrizerated space for fresh fruits and inadeyuate sailings and sp: 
| fruits. In our opinion, this foul-up with the British was primarily 


strative bobble, upon which the British Government seized, and hel 
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50-50 provision was included 
of an adequate merchant marine, We fe 
United States Government to insist that at leas 
earricd on United States ‘ssels. We feel 
ch a restriction upon private trade and 
asonable and inequitable when applied 
ransactions where the United States Gov 
This position is in line with 
encourage private industry and pri 
een governments, 


banker. 
il poli \ 
11 a ade betw which ji 
Europe. 
Agriculture and the State Depart 
ivor to obtain compctiti naecess to Europ 
sh and processed f1 
yuntries, at the behest of their domestic protectionist-minded 
, have resisted and in many instances have made bilateral agreements to 
‘lusion of United States fruit Certain Northern | 
ormed, have refused to participate in Public Law 
50 provision. 


Public Law 


owers and shippers of fre 


suropean countries, 


VW 
180 programs because 


f 


oO 
t 


480 was enacted to aid disposal of 
owned specialty crops, 

in the 
program 

I nd that Public I 
preferenc will not 
Government } 


American farm surpluses 
such as fruit and fruit product 
export markets The 50—50 cargo law has serve 
aw 664 be 


amended so that the 50-50 ¢ 


ipply to privately sold cargoes where the only interest of 
t is that of 


financing the transaction 


through currency conver 
proc-dures of Public Law 480 or similar legislation 


Mr. Bourson. At this point then the committee is adjourned. 
(Whereupon, at 12:30 p. m., the committee was adjourned to | 
reconvened Thursday, April 26, 1956, at 10 


a. m., in room G—16 
United States Capitol.) 





EAR SENATOR MaGNuson: National Farmers Union is deeply 
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THURSDAY, APRIL 26, 1956 


UNITED STATES SENATE, 
“ittEE ON INTERSTATE AND FOREIGN COMMER 
SUBCOMMITTER ON MercHant MARINE AND FIsH 
Washingto 
subcommittee met, pursuant to adjournment, at 
om G-—16, United States Capitol, Hon. John M. Butle 
esent: a Butler. 
tol Br TLER . Be subcommittee W il] come to ore l 
m very sorry to say that I was late this morning. It could 
Iped. It was completely unavoidable. The train broke down 
nething happened to it and I just couldn’t get here sooner. 
ave some communications for the reeord before we eall 
ruished former colleague from Maryland, Senator O’Conor. 
communication here from the National a Union, 
April 19, 1956, and a telegram from the board of diree 
Canners’ Association, dated April 19, 1956, u 


hot 


LOVS 
? 


re retention 
Publie Law 
rier 4 ‘o-opera- 
from A. E. Thorpe, executive vice president of the Dried Fruit 
ition of California, and from Harold H. Angier, general manager 


rT. ® , 
nia Grape & Tree Fruit League, supporting the provisions of 


o Preference Act application {to transactions ade 


pee eae ae 
so statements from the National Couneil of Far 


vill be made part of the record. 


documents referred Lo above are as [ lows: 


WINTERHAVEN, Fra 
ORGE SMATHERS 
O fice Building, Washington, hae od 

directors, Florida Canners Association, regular 

d unanimously in favor of maintaining therein requir« 
which designates movement of 50 percent of ricult 
in American-flag ships. Would appreciate your whol 
sition and conveying same to the chairman of 
arings regarding Publie Law 480 


tive secretary, Flor ‘id 


NATIONAL FARMERS UNION, 
Washington, D. C., April 19, 19586. 
WARREN G. MAGNUSON, 
Chairman, Committee on Interstate and Foreiqn Commerce, 
Senate Office Building, Washington, D. ¢ 

appreciative of 
interest and concern for farmers’ welfare. Specifically, we want to thank 
for your support of H. R. 12. We know, of course, that in the State of 


ngton which you ably represent, farming is one of the major sources of 


97 
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on Ve know. aiso, th ou, as chairman of the Committee on | 





state a 1 Foreign Cor ere have a strone interest in the welfare of mere! 
amen and tha you are personally devoted to the principle that the | 

















States must have a strong merehant fleet both from the standpoint of maintair 
Lhe growwun a d CX} mslon Of Our “Zi tural and dustrial economs and 
the a il ip i , I 1 ) ii deft 

Sharp curtailments in agricultural production adversely affeet United § 
farm families just as cutbacks in agricultural exports adversely affect the mer 
marine Stated another way, United States farmers look to ocean transpor 

ig | of agricultural commodities moving in international 
! land effici We be that o of tl ivs to maintain speed 
‘ in the ehar e 1S tO preserve the 59-50 principle as now apr 
( s shipped unde Pubtie ] \ SO and the mutual sr 
program It our op ( U! appication of the 50-50 provision of Public 
tf [ ( 1 contral ° 3m CSLS ¢ YTICU l 

| 50) y ) oO] COZNIZANCE ) e need for maintaining an ad 

f f United ( oms Without the provision of law assuring | 
> baott s 50 pereent of United States cargo gencrated under Publie 
iSO and 1 tua ‘urityv program, tera nil dreds of ships would be i 
We do not | eve that this is in the interest of farmers or in the interest of n 
La ( oO OW ind develop ent 

\\ ( ) provi f Publ Law 664 which clearly state tha 
DO—-HDO |] ( ( s only if United States bottoms are avail t fair 
reasonable rate Charges made in the past respecting the sh of | 
state bottoms to adequate] move agricultural commodity shipments 
the Y—oU pring ple were | d ilse in he arings last year. 

We believe that a strong United States merchant marine is indispensal 
the rin) Tam es of this countr < We. the refore, full ndorse and support 
50 5 pwpri Die of ¢ rego prefer mee Aas provided for in Publie Law 664. 

I respectfully request that this letter be made a part of the record of be 
on the 59-50 statute (Publie Law 664 

iOHN \ B <ER 
| ant to the Preside 
STATEMED Ok HE NATIONAL CouNCIL OF FARMUR CoOOPERATIVI 

| N Co il « Varn Cooperatives favors legislation whic} 
brir a it such modificatio s or adjustments o the so-ealled 50—50 cargo pre 

laus . rt to I ede ¢ ports of [ nite l States as ricultural products 

\gricult commodities are sold under title I of Public Law 480 for 
cur! ( . rict co LItlO with the same products from other cou 
hay } rd and soft currencies It is a trade program designed to r 
ior oy tS for ag utural products lost during the war and postwar pel 

| ement that 50 percent of the products sold to a foreign cou 
ca yt tye insported in that country’s own shipping bottoms has frustra 
sali is in severa ises and has discouraged negotiations in an w 
number ol se potential sates hich have been documented by the D 
I or Agi Itiure Tt is an important factor in our surplus accul ulation 
7 oa ; e 195] 

Und 1 cargo-} ieren lause, funds av tilable to Commodity Credit C 
ration for moving farm products under Public Law 480 have been expend 

ip differ ils j hipping charges as between American bottoms and for 
hotto 

\p Cc r the rgo ce clause has d the amount of f 

} ndly have traditionally earned through shi 
Lac { sand services which are un established part of their national incom 
( It works against our mutual aid policies, which are designed 
crease the income of frie | nations 

The eargo-preferent ise has caused difficulty to American shippers 
agricultural produc in securing shipping properly equipped to handle ear: 





I es, at local ports accessible to the shipper which Ame! 
shipping does not serve. 

The application of the cargo-preference restriction has generated count 
restrictions or refusal to relieve existing restrictions against the entrance: 
American farm products into foreign markets. It works counter to our trad 





tipriis . . oo 
M4rcviculari perisna 
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reements policy which attempts to eliminate restrictions against imports of our 
duets into foreign markets. 
lo the extent potential sales of agricultural products in foreign countries 
not been contracted because of the cargo-preference act, our efforts to 
iblish convertibility of currencies, which is fundamental to progress in foreign 
le, has been delayed to the detriment of American agriculture, whose products 
pete in foreign markets with like products being marketed by countries which 
pt a variety of currency and barter goods in exchange. Foreign shipping 
rests will accept their own national currencies and others, while American 
ping requires dollar exchange in payment for freight, which limits the avail- 
tv of our shipping to foreign purchasers of agricultural products 
view of the restrictive effect of the cargo-preference clause on our foreign 
of agricultural products, we urge that the clause be modified to exclude 
shipments of agricultural products which are purchased directly as dis- 
lished from those obtained through grants or gifts from the Government 
Government sees fit to loan or grant foreign currencies obtained from direct 
to the foreign country ex post facto, that should not require the 50-50 
restriction to be put into effect. 


iENY OF A. I. THORPE, ON BEHALF OF THE Driep Fruit AssocIraTION 
CALIFORNIA, WITH REFERENCE To 8S. 2584 as APPLIED TO DRIED FRUIT 


name is A. I. Thorpe, and I am executive vice president of the Dried Fruit 
tion of California which is a trade association. Its membership consists 
mercial and grower cooperative handlers, as well as producers who process 
ack their OWn crops 
fornia produces from 450,000 to 500,000 tons of deciduous dried fruit 
Our members handle approximately 95 percent of this production. 
oducts have a farm value of $90 million per year and a processed value of 
million. There are about 15,000 growers engaged in the production of 
1 fruits in California 
fruits and raisins are historically dependent upon the sale in export 
nels of trade of a substantial portion of each year’s crop. The prewar aver- 
1934-38) annual export volume was 197,711 short tons. Latest available 
s for the vear 1954 show total exports from the United States to all foreign 
tries, including Canada, of 84,046 tons. Europe is by far the largest market, 
ra total of 166,765 tons prewar and a total of 50,634 tons in 1954. 
industry has been seriously concerned with postwar competition of dried 
from other world producers of our commodities. For instance, in the pre- 
years we enjoyed 38 percent of the Kuropean market for dried fruits. In 
! this had dropped to 14 percent. Beeause of lack of dollars, Euope has 
1 to other countries for a good portion of its supplies. This in turn has 
ed increased production of dried fruits in foreign countries. 
ave constantly importuned our Government to use every means at its 
sal to open up the European market for dried fruits and to restore the export 
to normal commercial channels. The efforts of our Government, combined 


+ 


ua 
\ 
h 
I 


the efforts of our own industry, have proved quite successful. For instance, 
the last 2 years we have seen liberalization of the dollar for dried fruits in 
len, West Germany, Ireland, Holland, and Belgium. In the United King- 


we have benefited by the allocation of some $17 million, using the currency 
inge provisions of sections 550 and 402 of the Mutual Security Act. 
nds provided for currency conversion purposes by the ICA are rapidly 
shing and before long may become exhausted. The California dried fruit 
try will then be dependent upon Public Law 480 for the movement of dried 
3 Into certain export channels where the dollar balance is unfavorable. 
industry was extremely disappointed and distressed to learn, during the 
few months, that sales of farm products in the United Kingdom, Norway, and 
mark, ineluding our own dried fruits, could not be made because an overall 
eement in which we might have shared could not be concluded under Publie 
180. We learned through trade sources that this was because of the 50-50 
requirement, and this was confirmed in the testimony given January 31, 
6, by Mr. Garnett of the Department of Agriculture, before the House Mer- 
nt Marine and Fisheries Committee. 
Ve and other fruit industries of the Nation supported the enactment of Public 
{S80 and had great hopes for it as an instrument whereby we could regain cer- 
export markets. Our concept of the law is that it was designed to move 
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Dried fruits qualify ul 
‘“o2zTram 
aintain and improve the mar 


ain and ex} 
this 


in the movement of «a 


ultural ecommodi 
: } 


ia ¢ rape al d Tree Frui 
, san Francisco, Calif., make this statement in behalf of ( 
ind shippers of fresh deciduous tree fruits and grapes. 
Grape and Tree Fruit League is a nonprofit industry service orga 
members produce, harvest, and market in interstate and foreig 
approximately 85 percen ' California production utilized { 
nption, 
World War II sales of California fresh pears, grapes, plums and ap] 
to the countries of Western Europe, particularly the United Kingd 
tant f tl narketing of eacl ason’s crop. The data at 
his to be a fact. 
fruits for export to the countries of Western 
d and none were made again until 1 


gram resulted in a fair volume of sales for 
r 


tern Europe dropped to almost nothing bee: 


ce dollars for what they considered 
rv of the war-impoverished countries of West 
normal trade in fruit could be resumed, Califor 
supported United States foreign aid pr 
when historical trading in fruit could 


] +4 } fc ° 


period of ing, United States’ share of world trade in Ire 
ypped from 27 percent prewar to around 9 percent today. 
gains in other export outlets, particularly Canad 


r period, United States exports of these fru 


recovery of Western Europe has been accomplished a 
ade with the United States has resulted, very few sales 
1 States fruit are possible without the use of the foreign currency exchan 
‘section 402 of the Mutual Security Act or Public Law 480 known 
c Development Act of 1954. 
principal obstacle to trade was the lack of dollars abroad 
uit industry was first to propose currency conversion legis 
e lines of the provisions which are now incorporated in section 102 
irity Act and title I of Public Law 480. 
currency conversion feature of Public Law 480 has not help: 
export its fresh fruit because the maritime nations of Wester 
the historical buyers object to the application of 50-50 ears 
preference as presently provided for in Public Law 664. 
The only fresh fruit export programs to date have been under section 402 of 
the Mutual Security Act which are more acceptable to maritime countries due t 
the grants-in-aid involved. This, at best, is only a temporary expedient whit 


oO are 
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not be relied upon to establish continuity of supplies of United States fruits in 
important export markets. Exporting fruit under a curreney conversion 
im is vastly different in nature than exporting farm surpluses held | 
nodity Credit Corporation. In the ease of fruit, it is strietly private trade 
1 the Government acts only as a banker in the transaction. 
California fresh deciduous tree fruit and grape industry is not opposed to thr 
preference principl > provid d for in Public Law 664 where the transactions 
title I of the Agriculture Trade Development and Assistance Act of 1954 a 
ded consist of agricultural commodities owned by Commodity Credit 
oration. This industry dors, however, sinecrely believe that : ‘xception 
ld be provided for transactions involving commodities which 
T ly owned, 
past marketing season, California fresh grapes and pears e1 
market for the first time since 1946. A fixed dollar quantit 
were issued the United Kingdom importing trade by their Gover 
in International Cooperation Administration Mutual Security Act prog 
Kingdom Government ace*pted this program in spi of cars 
sause of the military aid features in the use of the count part funds 
ite trade in fruit has been temporarily reopened between U1 
rs and British buyers, the objective is to keep it going from season 
This industry’s desire is to have a fruit export program this coming 
Public Law 480. The United Kingdom will not accept a progr 
{80 as long as cargo preferences applies. It is for this r 
eration of an appropriate amendment to titl ‘ 
are truly private trade from cargo preference If this 
for American labor and an opportunity for American st 
for business which will not otherwise exist 
following data compiled by the Fuit and Veeetabl Divisic 
ultural Service, United States Department of Agriculture, dated 
historical importance of export markets for California ft 
ts and grapes and the extreme importance of getting | 


fore they are lost forever. 
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Deciduous fruits, fresh—sales and exports to Europe, Canada, and other countri: 
average 1984-88, annual 1946 and 1950 to date 


Exports 
Total fresh 
sales | | 


| Europe | Canada 


One thousand bushels 


1, 270 
156 
174 

48 


192 


Short tons 


, 107 

, 200 
R38 | 

» 450 

. 950 

, 096 


ljuous fruits 


190 
128 
ROR 
909 


7, G88 
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luous fruits, fresh—Exports in percent of total fresh sales to Europe, Car 


and other countries, average 1934-88, annual 1946 and 1950 to dat 


[In percent] 


Export 3 in percent of total 


Fresh deciduous fruit and crop season 


prunes and grapes 


338 


SInsI~1-1 OD & 


h deciduous fruit 
were 
1934-38 
16 
5) 
O51 
52 
1953 
1954 
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United States, by country of destination, ave 
ji 


Kxpo 1 jrom the 
1951-54 


1934-88, annual 1946, 


[In thousands of bushels] 


Year beginning July 1 


1952 


Unite 
France 
Germany 
Netherland 
Sweden 
Belgium ane 
Other 


i Luxembourg 


LATIN AMERICAN KEPUBLICS 


OTHER COUNTRIES 


Me ivincnantietinirees 


(rrand 


19 months 
2 If any, included in ‘‘Other’’ under ‘‘Other countries.”’ 


3 Classified as East and West Germany, Jan. 1, 1952 
4 Includes 30,000 bushels to Norway. 


Compiled from official records of the Bureau of the Census 
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and prunes, fresh—Ex ports from the United States, by country of destination, 
average 1934-88, annual 1946, 1951-44 


{In thousands of pounds] 


Year beginning July 1 


of destination 


EUROPIT 


LATIN AMERICAN REPURLICS 


lela 
1, Rep'iblic of 
i Canal Zone 

n Republic 


OTHER COUNTRIES 


pines, Republic of 

Kong 

lands Antilles 
Malaya 


tal 8,845 


Grand total 13, 436 


mths 
included in ‘“Other’’ under *‘Other countries 
ides (thousands of pounds): France 13; Netherlands 36; Sweden and Belgium « 
therlands 
ludes 35,000 pounds to Western Germany 
cludes 29,000 pounds to Colombia 


Compiled from official records of the Bureau of the Census. 


Senator Buriter. Our first witness is Mr. O’Conor, our former 
stinguished colleague. He is accompanied by Mr. Alexander 
‘urdon, Mr. Ralph B. Dewey, and Mr. Alvin Shapiro. You are all 


erv welcome. 


STATEMENT OF HON. HERBERT R. O’CONOR, WASHINGTON 
COUNSEL, AMERICAN MERCHANT MARINE INSTITUTE, INC., 
ON BEHALF OF THE SHIPPING INDUSTRY 


Mr. O'Conor. Mr. Chairman, | trust this arrangement is agreeable 

vou, counsel, and other staff members. We just thought that for 
rposes of expedition the joint presentation might cover the field 
d at the same time give indication of the unity which exists in 
spect to support of this very important legislation. 

Senator Burter. Do you mean in support of the Cargo Preference 
ct and not in support of S. 2584? 

Mr. O’Conor. Yes, sir. We consider that we are here to uphold 
he Butler-Tollefson Act, and of course to make particular reference 
the other bill which brought about the reference to this committee. 
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Senator Butter. Before you proceed, I see Mr. James B. Stua 
President of the American Shipowners Association. He is includ 
in your group? 

Mr. O’Conor. Yes, sir. 

Senator Burter. You may proceed. 

Mr. O’Conor. I am Herbert R. O’Conor, Washington counsel 
the American Merchant Marine Institute. Appearing here with n 
are Alvin Shapiro, vice president, American Merchant Marin 
Institute; Ralph B. Dewey, vice president, Pacific American Stean 
ship Association; and Alexander Purdon, executive director, Con 
mittee of American Steamship Lines. 

Further, [ am authorized to say that this statement is concurred j 
by the Association of American Shipowners, of which association M 
Hugh Williamson is a representative and is here present, and also th 
American Tramp Shipowners Association, Mr. James B. Stuart beu 
present with us at the table Together, we represent a.most th 
entire merchant marie of ships of all types operating in all deep 
water trades of the United States, 

| woud like first to present for the record exhibit 1, a study entitle 
‘An Analysis of the App.ication of Public Law 664 (50/50) to thi 
Disposal of Agricuitural Surpius under Title [ of Pubsic Law 480, 
prepared by an industry-wide Maritime Kesearch Committee. 

Senator BuTLer. It will be accepted and made a part of the reeord 

TI e exhibit referred to above is as fo.lows 


Ixutpir No. | 


N ANALYSIS OF THE APPLICATION OF PUBLIC LAW 664 (50-50) TO 
THE DISPOSAL OF AGRICULTURAL SURPLUS UNDER TITLE 1 O 
PUBLIC LAW 480 


MARITIME RESEARCH COMMITTEE, | N, D. © 


ean Merchant Marine Institute, Ine 
Tramp Ship Owners Association, Ine 
n of American Ship Owners 
Steamship Lines 
time Committee 


Steamship Association 
FOREWORD 


Agricultural exports which hit new highs during the Korean conflict fell 
rapidly beginning late in 1952. Surpluses built up to alarming proportions. 
Congress, emphasis centered on measures to overcome the farm surpl is sit:atior 


ulate the exportation of agricultural commodities. These meas rt 


| the sale of price support stocks to commercial firms, donations for relief 
d the inclusion of sales for foreign currencies in the Mutual Security pre 
This latter method proved a reasonable and effective means of surp] 
ity disposal. In 1954, the 88d Congress continued substantial authori 
his purpose and established an additional program of sales for foreig 
uder title I of the Agricultural Trade Development and Assistat 
waw 480), 
83d Congress also enacted the Butler-Tollefson Act (Public Law 664 
tatute amended the Merchant Marine Act of 19386 to codify a 
nt legislation the 50-50 provision which had been incorporat 
‘the Mutual Security Acts. It provides in substance that 
f the ocean transportation of only Government-financed com 
ished by privately owned United States-flag commercial 


reasonable rates 
both United States farm and United States mariti! 
th play a vital role in the contribution America 1 
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SPEAKING FOR SHIPPING, BotH LAroR AND MANAGEMENT 


We think the public should know 
With the world’s largest foreign trade business, it is folly for the United 
States to rely on alien merchant ships to carry the bulk of our commere 
That currently a lion’s share, 77 percent of exports (exelusive of tanker 
eargoes are earried on foreign ships United States ships are carrying less 
than one-quarter, despite the application of 50-50 to Government cargoes 
‘That the Merchant Marine Act sets forth that our ecommerce and defense 
necessitates the earriage of a ‘“‘substantial portion’’ of our sea-borne commerce, 
ind that 23 percent is dangerously far from ‘substantial’ for either commeres 
or defense é 
That of recent years, tax-generated cargoes have constituted a most 
substantial part of the business of American-flag freighters 
Kiforts eurrently under way here and abroad to cut the rug from under 
United States ships in transporting half of our own Government-financed 
eargoes 
Ve take this opportunity to clear the record and state one: 
That American agriculture and industry need an American merchant 
marine as the first line of commerce and the fourth arm of defenss 
lhat the 50 pereent principle does not and never was intended to apply 
to commercial transactions; 
That no possible way exists under the statutes governing 50-50 for it to 
be a deterrent to any Government program Involving Overseas shipments 
That to alter the 50-50 statute (Public Law 664) in any unjustifiable way 
vould have the same impact on American shipping as would be the impact 
on the farmer of doing away with the surplus disposal stature (Public Law 
tSU 


That to do away with 50-50 cannot possibly solve the farm prol len 


ut it will certainly create a “shipping crisis”’; 
‘That a careful review of the facts in the following pages Vv ill demonstrate 
importance of supporting the 50-50 principle as a minimal device for 
a healthier American merchant marine for use in peact and 


MARITIME RESEARCH COMMITTEE, 


[INDEX 


The farmer and the American merchant marine need each other, 
\. The prosperity of American agriculture is essential to American 
merchant marine. 
B. Similarly, American exporters rely on availability of United States 
flag ships. 
C. Congress has fully recognized both the “farm” and “shipping” 
problems. 
What 50-50 means to the merchant marine 
A. Why 50-50? Some practical lessons from history. 
B. The merchant marine is below par today, only 23 percent of United 
States exports go in our own flag ships. 
C. 50-50 based on recognition that to have a merchant marine it must 
have cargo. 
ture of criticism concerning Public Law 664 
A. Foreign origin of criticisms 
B. Foreign objectives made clear 
C. The criticisms defined. 
» criticisms answered. 
Surplus transactions are not commercial sales; in fact Public Law 480 
requires that they be noncommercial. 
Publie Law 664 is not a real factor in refusals to buy. 
50-50 cannot increase the cost to the purchasing cointry 
D. 50-50 cannot significantly reduce the amount of total transactions 
under Public Law 480. 
Public Law 480, a national program: Costs and benefits shared by all tax- 
payers, 
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I. THe FARMER AND THE AMERICAN MERCHANT MARINE NEED EacuH Oru 


THE PROSPERITY OF AMERICAN AGRICULTURE 1S ESSENTIAL TO AMERICAN 
MERCHANT MARINE 


I 


Farm exports drop.—No industry understands the impact of agriculture on 
own prosperity better than shipping. American ship operators are fully awa 
of the drop in United States farm exports in recent vears from a high of 30.: 
percent of total export dollar volume in 1949 to about 19 percent today. 

Shipping deeply concerned.—Naturally, since most farm exports go by wate: 
American shipping is deeply concerned with restoring a high level of agricultura 
goods moving in international trade. The maritime industry has, therefor 
consistently and actively supported legislation, such as Publie Law 480, to promot 
shipments of agricultural products overseas, over and above those moving 
normal commercial trade 


B. SIMILARLY, AMERICAN EXPORTERS RELY ON AVAILABILITY OF UNITED 
STATES-FLAG SHIPS 


Verchant marine a national necessity —The United States, as the primar 
world power, cannot afford to subject its foreign trade to the vagaries of foreig: 
merchant fleets. No segment of the American economy has more to gain or 
lose in this connection than agriculture. 

Vonavailabelity of ships proves costly. -Our merchant marine in the past ha 
seldom been adequate to meet our commercial needs, especially in times of 
crisis. At the start of World War I, the ships we had were mostly noncom 
petitive and so few in number that we were able to carry only 9 percent of ou! 
foreign commerce. The American farmer was at the mercy of foreign ship lines 
Upon the outbreak of war, foreign ships deserted our shores to serve elsewher 
and freight rates skyrocketed General cargo rate increased 1,452 percent 
between 1914 and 1918.) Outbound freight piled up on the docks, and o 
exports, including farm shipments, suffered. The 1926 general strike in Britai 
shut off from American commerce many foreign-flag ships upon which farmer 
had come to depend. Again, cargoes backed up at east coast piers. Markets 
were lost. Cargoes spoiled. When World War II broke out, the country had 
the beginnings of a modern merchant marine, which was adequate to carry about 
30 percent of our foreign trade. Nevertheless, a shortage of vessels again dé 
veloped, but rate increases were normal in terms of other prices (57 percen 
increase in general cargo rate, 1939 to 1945). Our rapidly-expanded shippins 
needs were met only by a frenzied and costly ($12.5 billion) shipbuilding progran 

Availability pays off in dollar savings.—\Worean hostilities brought Americar 
farm exports and shipments of bulk commodities to new highs. Demands for 
additional ocean shipping space could have resulted in a boom in world freight 
rates but for the fact that we had a large private American fleet in operation and 
an adequate supply of vessels available in the United States reserve fleet. Reserv: 
ships operated by private companies were put into service. The goods moved 
and the freight rates remained at reasonable levels. The FOA has estimated 
freight savings resulting from the availability of American flag ships of about 
$245 million on Government-financed shipments alone during fiscal 1952. 

Thus, in the long history of our vacillating maritime policy, the first positive 
evidence of the dollar savings of an available and adequate American fleet wa 
clearly shown. This lesson should not. be forgotten. 


CONGRESS HAS FULLY RECOGNIZED POTH THE “FARM PROPLEM”’ AND THI 
“SHIPPING PROPLEM”’ 


Why farm and ship subsidies?—Certain shipping operations receive a subsid) 
from the Federal Government by reason of the disparity between United 
States and foreign costs. Certain farm operations receive Federal subsidy by 
reason of the disparity between farm and city prices. Both disparities are a 
national problem and have been acted on by Congress. Few would deny the need 
for continuing aid to both on a reasonable basis. 

Farms and ships both benefit from United States foreign-aid programs.—Further, 
Congress has made other supplemental provision in law to assist both farm and 
maritime industries. In all foreign-aid programs since 1948, substantial move- 
ments of farm products were provided. In the same acts, provision has been mad 
that 50 percent of Government-financed cargoes should be carried on United 
States ships. Again, few would ceny the wisdom of this reasonable participation 
of both farm and maritime in Government programs. 
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Public Law 480 for surplus disposal,—In the 83d Congress, laws were passed 
tinue the beneficial farm and maritime features of previous foreign aid acts. 
blic Law 480 allowed Commodity Credit Corporation to exchange for foreign 
rrencies $700 million (in CCC cost) (later amended in 84th Cong. to $1,500 
lion) of surplus farm products overseas. In a real sense Public Law 480 is a 

tter-day solution to the age-old ‘‘dollar gap”’ problem, and permits consumption 

w of United States farm products by nations which can’t buy them with dollars. 
Public Law 664 for maritime benefit—The 83d Congress also passed Public 

664, which made permanent in law the principle established in 10 previous 
eign aid acts;!' namely, that whenever Government-financed cargoes are 
yped overseas, 50 percent of such tonnage should move in United States-flag 


Lo 


sels, if available, at reasonable rates 
Il. WHar 50-50 Mrans tro THE MERCHANT MARINE 


A. WHY 30-50? SOME PRACTICAL LESSONS FROM HISTORY 


oreigners wanted it all; Congress gave 50-50.—In 1948, during Marshall plan 
issions, it was proposed to donate 500 United States merchant ships to 
ropean nations exclusively to carry the high volume of agricultural and indus- 
al products which were envisioned. American-flag ships were apparently to be 
out in the cold, except for what crumbs the recipient nations (who would be 
en control of all shipments) might care to give. In rejecting this ridiculous 
sal, Congress stepped in and provided that 50 percent of aid cargoes would 

in United States ships. And despite attacks upon 50-50 every vear since 1948. 

ngress has ruled each time in favor of an American merchant marine. 

Historical precedent.—This idea is not new In 1904, Congress mandated that 

military support cargoes go overseas in United States vessels (resulting from 
bitter experience of the Spanish-American War when we relied on foreign 
ers to fuel our Navy). Again in 1984, Publie Resolution 17 expressed the 

of Congress that 100 percent of cargoes financed through Government 
uns should go in United States vessels. 

Fifty—fifty deemed equitable solution.—In 1948, certain American maritime 
ests wanted to press for 100 percent United States-flag participation, using 
1904 and 1934 statutes as precedent. But the more equitable philosophy 

evailed and 50 percent was established \s a matter of practice even the 1934 

pression of 100 percent is now administered as 50-50, with no objection from 

he maritime industry 


rHE MERCHANT MARINE IS BELOW PAR TODAY, ONLY 19 PERCENT OF UNITED 
STATES EXPORTS GO IN OUR OWN FLAG SHIPS 


Present carriage inadequate and dangerously low.—Note was made earlier of a 
wing down of agricultural exports in recent vears. Likewise, our merchant 
irine’s strength as indicated by its participation in total United States trad 
is declined. The Merchant Marine Act of 1936 sets as a goal the carriage of a 
ibstantial”’ portion of our foreign trade. ‘‘Substantial’’ has been legislatively 
terpreted to mean 50 percent. In the early postwar vears, we did earry 50, 
HQ, even 70 percent. But at present United States vessels carry only 19 percent 
exports, including Government cargoes 
For a Nation so deeply involved in foreign trade as ours, and one which relies 
its active merchant ships as a first line of commerce and fourth arm of defense 
ere 19 percent is not substantial, no matter how it is sizedup. The military 


isions of this type have been included in the following statutes 
ublic Law No Congress Tith 


80th Economic Cooperation Act of 1948. 

Sst Economic Cooperation Act of 1948: Amend 
Sist Mutual Defense Assistance Act of 1949. 

Sist Far East Economic Assistance Act of 1950 
Rist Yugoslav Emergency Relief Act of 1950 

82d India Emergency Food Aid Act of 1951 

82d Mutual Security Act of 1951. 

83d Pakistan: Transfer of Price-Support Wheat t 
83d Mutual Security Act of 1954. 

83d Mutual Security Appropriation Act, 1955. 
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THE CRITICISMS DEFINED 


Reduced to their simplest terms, these criticisms are that 50-50: 

a) Should not apply to Public Law 480 transactions since these are of 
commercial nature 

b) Impedes the Government in negotiating disposal agreements. 

(c) Increases the cost to purchasing countries 

1) Reduces the amount of total disposal that can be made with agricult: 
funds available 

IV. THe CriricismMs ANSWERED 


NSACTIONS ARE NOT COMMERCIAL SALES; IN FACT, PUBLIC LAW 4 
REQUIRES THAT THEY BE NONCOMMERCIAL 


Among those who understand and approve the application of the 50-50 shipp 
principle to aid and gift cargoes, are some who mistakenly object to this clause 
ipplied to Public Law 480 on grounds that “sales” for foreign currencies 
involved. This claim must be examined from two aspects 


The nature of the transaction itself 


A question of semantics Misuse of the word “‘sales,’’ the superficial acceptat 
of local currency, and the fact that commercial channels of trade are used, creat 
in aura of bona fide commercial enterprise. Upon close examination, howeve 
the noncommercial nature of these transactions becomes manifest 

Commercial channels no criterion The use of commercial trade channels 
neither a decisive factor nor a reliable criterion for evaluating the nature of thes 
transaction It has long been the policy of our country to use commerci 
channels even in the distribution of foreign aid® under the mutual-securit 


programs 

Defined as those in excess of normal trade.—Not only are other elements « 
commercial transactions completely lacking, but by definition ‘‘a surplus agricu 
tural commodity’? under Public Law 480 can only be one which among oth: 
standards must be in “excess of anticipated exports for dollars.’’ In other word 
these transactions must be beyond those which normally would take plac 
day-to-day commercial export trade. Also, as purchasers, the foreign gover! 


ment must agree that the undertakings for local currency will be above norn 
commercial dollar purchases. 

Governme? fo-government sale e losses nvolved. In addition, it should be note 
that negotiations are on a government-to-government level, in which the Unites 
States as the seller is not interested in making a profit. In fact, almost withor 
exception these sales are at losses borne by the American taxpayer. Fiscal 195 
Public Law 480 commitments equal $468.8 million in CCC costs; foreign currenc 
to be received in payment equals $360.8 million (market value). Prices are set 
not by commercial standard but at levels which will not distrub overseas marke’ 
conditions either in the consuming nations or for alternative suppliers outside 
the United States. 

4 uf Govern? } accept payment nm foreign currency. Moreover. 
convertible currencies on 20—40 vear deferments, and othe 
reflect ducements made by this country which could nev 

reial exporter 

voing reasons, there appears no question that lacking Governme! 
and the use of public funds, these transactions could not take plac 

| } l¢ Hou é confirms noncommerc al aspect, Moreover. it is of signifi *a11C Ee 
note that the President igning into law the expanded Publie Law 480 proygrat 
expressed his hope that there would result “an eventual replacement of this pre 


gram by expanded commercial sales 
2 The é of ihe foreiqn currency received 


What do we do with what we get?—The noncommercial complexion of thes 


ales’’ for foreign currencies is starkly revealed by an examination of the disp 


sition of foreign currency received by us as payment 


m Assistance Act of 1948 and subsequent foreign aid legislation 
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Planned Se of foreign currency unde Public Law 480 as of De Cc. $i, 


levelopment (sec. 104-a 
e of strategie material (sec 
procurement (Se 104— 

of goods for other countries ( 


for multilateral trade and ex 


t of United States o 
multilateral trad 
i 4 
tional educational exchange (see. 1 5 1.0 


100.0 


Basic data from th resident yond and 1 d pro eports on Pub Law 480 


»-thirds to help other nations.—It is noted from the above that 67 percent of 
foreign currency proceeds are either given back or loaned back to the recipient 
, or used for the direct benefit of the economy of the purchasing country or 
{country. As such they take on the aspects of foreign “aid.’’ Only a minor 
on (33 percent) has anv conceivable “nonaid”’ implications. 
en what we use we have plenty of already.—However, even the portion classified 
onaid may be questioned by some since the United States has substantial 
lings of virtually all classes of foreign currency,® and our expenditures of loca! 
ls overseas need not be met by foreign funds generated by this program. 
ency use virtually same as in foreign-aid programs.—It is enlightening to 
ire the disposition of local currency proceeds obtained under Public Law 480 
those obtained under the mutual-security program. 
ler the mutual security programs, 90 to 95 percent of foreign currencies 
d are retained for the country’s own economic and military development 
ng the fiscal vears 1954 and 1955, slightly more than $700 million worth of 
surplus was disposed of under the mutual security program.’ Actually 
on 402 of the Mutual Security Act of 1954 specifies that ‘‘foreign currency 
weeds accruing from such sales shall be used for the purposes of this act (mutual 
iritv), and with particular emphasis on the purposes of section 104 of -the 
ricultural Trade Development and Assistance Act of 1954 which are in harmony 
the purposes of this act.”’ 
With but minor difference.—The only significant difference between the mutual 
iritv and Public Law 480 programs in foreigu currency use is that under the 
ter about 26 percent of the funds will be used to pay ‘‘United States obliga- 
s’’ abroad. 
1 hair-thin distinction.—It is, at best, a hair-thin distinction to recognize the 
0-50 principle when 90 to 95 percent of the local currency generated is channeled 
to foreign aid, and reject the principle under Public Law 480 transactions whi 
assistance aspect, as shown in table on page 9, is still the major feature 


B. PUBLIC LAW 664 IS NOT A REAL FACTOR IN REFUSALS TO BUY 


rogram ahead of schedule. As of June 30, 1955, title I agreements had been 
ed with 17 foreign governments. ‘These totaled, at CCC cost, approximately 
$468.8 million. Thus, two-thirds of the $700 million initially allocated to the 
rogram for a 3-year period was committed by the end of the first fiscal year. As 
matter of fact, progress was so encouraging that Congress in its last session 
creased the ceiling from $700 million to $1,500 million. In the 6 months, July 1, 


Dollar value of foreign currency balances in the accounts of the United States Treasury, 1952-55 


, 
June 30, 1952 
June 30, 1953 
June 30, 1954 
June 30, 1955 


a teoans $43, 797, 139 

A3. dg 2, 278 

165, 367, 705 

164, 458, 521 

As of June 30, 1955, foreign currencies received totaled $216,329,000 under sec, 550, and $485,758,000 under 
402 of the Mutual Security Acts 





ARGO PREFERENCE STATUTES 


: ement signed (involving 
CCC eosts Since the first of the vy: 
nillion of agreements (CCC cos 
tal progress of the program is appr 
hat more than half of the § 
pol it OF time 

ons hought wy 8 
n allegations that cert 
irchase agreements ut 
50-50 provision. Publi 
the fact that when Pul 


notes attempt 


1955 purchases ($4 million) under mutual secu 

1 be 

in additional United St arm product 
} 


and ereby further their previously announ 


il grain requirements from the U1 
1 


these cire mst 


go-preference law 


ecord does not indie: anv holdback of agreemet 
ve been more sales ade than were made > it 


must 


} 


lhe press has b 
May 3, 1955; 
, 1955; Italy, M 


Allotment 


$1.190.000 } 
$2? 330 000 


$480,000 





AMENDMEN' CARGO PREFEREN( 


programs our Gover 


hie 
¢ rtation aboal 


ia f 

oft ocean transportatior 

iin cireumstanees onlv. ‘I 

CC might not otherwis« 

are countries wl 

ship operators. However, 

rtation allocations to 

elow 


oe? 
have finanes 
ich either 


Phahy 





AMENDMENT TO CARGO PREFERENCE STATUTES 


litle 1, Public Law 480, as of Jan. 24, 19 


’ ’ 


gramed cost) 


lotal C¢ 
c st 


ditlerential (exe 


Is Implication 


ttspoken 


“amp Vv . 
1 and the 
id demand \ different 
between Ameri 
disparity betv 

cost different 
lurthermot 

the spread betw 


ind, in faet, ins 


hecome les 


reveals that 


of CCC cost 


the degree of rate differential is at pre 
latively smaller as the programs proceed 


f the shipments so far have been tram] 
le total program announced 


t} 


tramp type. Furthermore, on 
ural programs in the past 


np carriage, of whic 

r vessels thus, as mot 

begin t mov under the progran 

agairy prod '.), the normal preponderance of liner use wi 

conseqgtue il ; ict in the relative signincance ol the tran } 

\ ecome T 

Removing 50-50 no saving +t us examine the cost of the freight differential 
United States ships from the standpoint of savings to the Public Law 480: 


irter fixtures, Noveml 





tT 
1¢ 
+} 


f reduced American availabilitv would rise 


Ta 


hem from the world market And sinee world t 
ippl ind the demand for ships at 


il 


AMENDMENT TO CARGO PREFERENCE STATUTES 


re specifically, let us examine the alterna 
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or indirectly through Government a ences, or, ironteall 
‘riain American agri ultural organizations, are now limite 
application LO urplus disposal Basically, however, the 
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pplied to any or al nited States Government-generated cargoes 


bsidy cannot be a substitute for cargoes if our merchant marin 
survive Oppo I r 5 OU have favored the substitution Ol 
iY subsidy is Le? Wi do hol consider the pro 


iIndirec We consider it direct 
’ 


nenting other forms of Government assist 


}of assistance it gives to the American merechan 

e ‘Treasw is minimal On this vou hay 
statements from the Commerce Departmen 

uiling wcess LO world marke ts for American traders 


1 } 1 ; | 
provided by lerican-Hag ships Yet foreign sl Ips now carry tl 
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: ; : 
to foreign Monopoly 
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\s evidenced in these hearings, tl teamship industry 1s but 
Ol Many Lrot ps vitally interested i ur merchant marine and in 50-50 
- 1 


cev tactor to its success 


We wish at this point to submit for the record a compilation of 


olutions or letters supporting the 50-50 principle as adopted by 


important national organizations, including some to which 
you have already alluded, including thre National Grange and the 
National Farmers Union. 
Senator BurLer. They will be received and made part of the record 
he resolutions referred to follow:) 
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les previousl doy { our Gaovert 
ential trade 
ets and : 


aw now 


Cve! 


proper to Insist upon 100 percent 


uring that hal United States Government-genera 


ed on United States-flag ships, hundreds of ships would have 


inds of seamen laid ¢ An alliance of foreign shipowne! 
ed States State ulture Departments has conductec 
mm to cripple th ‘ We therefore urge that the 50-50 


nt and irrevocable, and diligently enforced.’ 


1 


can Leg on. ©O tobe 10 13, 1955 


fore be it resolved, That the American Legion reaffirms its 37 
strong, privately owned and operated American merchant marine, a1 
adoption of such policies and procedures as will * * * (6) inform Con 
the administration more fully on the mechanics of the Cargo Prefer- 
Act of 1954 (the 50-50 law), pointing out that the 50-50 policy is designed 
ol to impede farm surplus di posal programs Or leprive foreign aid progran 
ted States dollars.” 


ins of Fore qn Wa ? { igust 28 » Seple mbe) 193 


oO 


here should be a strict adherence at all Government levels to the statutory 
rement that at least 50 percent of Government-financed cargoes move ir 
erican-flag ships. The Maritime Administration should immediately launc!] 
nformation program portraying the benefits which accrue to American indus 
ind agriculture from the equitable administration of the 50-50 shipping law 
from the maintenance of a strong and active American merchant ; 


1 marine 


of C'ommerce of the Uneted States (effective through 1957 ), 1954 


Foreign-aid cargoes: To carry out the obvious intent of Congress that the 

erican merchant marine shall properly participate in shipments under foreign- 
{1 programs, present legislation should be so administered that United States- 
ig vessels shall transport, regionally or by areas, not less than 50 percent of dry- 
rgo tonnage purchased with United States Government funds, or procured 
ler Government credits, for the benefit of foreign nations, unless the Maritim« 
lininistration certifies that United States-flag vessels are not available upon 

onable notice.” 

Propeller Cl ub of the l nited State Ss, Octobe Tv 9 12, 1955 

‘The 50-50 law: Existing laws of the United States require that the American 
rchant marine carry at least 50 percent of all materials and products moving 
ard under Government programs of aid, assistance, or relief, but efforts are 

being made by foreign maritime interests to have Congress repeal this 
ent insofar as agricultural products are concerned. 

Such repeal favoring one segment of our economy could well be the entering 
lge leading to the full repeal of the existing law and thus deprive American- 
ig ships of badly needed cargo and ultimately cause the laying up of vessels, 
e creation of unemployment and idleness at every port in the country. 

The continued existence of an active and effective American merchant marine 
vital to the national defense and economy. 

‘We are opposing any repeal or amendment to the 50-50 law which is designed 
lessen the proportion of cargo to be carried in American-flag vessels.”’ 


requlre 
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In and Empire | 


Congress to retain in the Agricuitural Trade Deve mt ar tunes 
1954 (title I, Public Law 480, 83d Cong.) and the Butier-Tollefsen Act (Pul 
saw 664 83d Cong.) the present policy of dividing equally between Amevican- and 

ign-flag vessels cargoes which ere financed by American taxpayers’ funds 
Tee ed further, That cop! s of this legislation be sent to the Members of t| 
House of Representatives and the Senate from the three Pacific Coast States ar 


Interstate and Foreign Commerce Committee and 


» th ‘hairman of the Senat 


( 
House Merchant Marine and Fisheries Committe: 
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NATIONAL FARMER 
Washington, D. C., Feb 
JONNER, 
mittee on Merchant Ma we and | 
( O fhice Building, Washington, D. C 


MAN BONNER: National Farmers Union is deeply 
5 specifically, we want 


appreciative 
interest and concern for farmers’ welfare t 
© you for your support of H. R. 12 last vear. We know, of course, that you 

ent a district in North Carolina where farming is the source of livelihood of 
majority of your constituents We | iow, also, that you, as chairman of tl 


mittee on Merchant Marine and Fisheries, have a strong interest in 
f merchant seamen and that vou are personally devoted to the princi 


il Ol 


the both from the 

of maintaining the growth and CXPAaNsion O 
and from the tandpoint of national defen 

rp curtailments in agricultural production 
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50 pereent of United States cargo : ed under Publie L: 
mutual security program, literally hundres hips ld 


lieve that this is u 


mack l 
quately move 
Y re proved false in he 
eeve that a strong United States merchant 
lilies of this country. We, therefore, fully er 
f cargo preference as provided for in Public 
ta ed the position of f I armneyr [ Hol 
mmit tee a lett ‘ \lember 
You will be interested that } 
pectfully request that this 


50—50 statute (Publie L: 


bill SS. o160. 


Ss neerely, 


next to the last paragraph of the Farme1 
Bonner is as follows 
We have stated the position of National Farmers Union on the Senate Agri- 
ire Committee bill, S. 3183, in a letter to all Members of the United States 
You will be interested that we are urging the elimination of section 307.” 
tion 307 of S. 31838, 84th Congress, 2d session, as reported by the Senate 
‘ulture and Forestry Committee to the Senate, is contained on page 29 of the 
and the language is as follow 
“CARGO PREFERENCE ON SALI FOR FOREIGN CURRENCY 
Sec. 307. The Act of March 26, 1934 (48 Stat. 500), as amended by the Act 
June 29, 1936 (49 Stat. 1987), and the Act of August 26, 1954 (68 Stat 32), 
not apply to transactions under title I of the Agricultural Trade Develop- 
and Assistance Act of 1954, as amended.”’ 
lhe Farmers Union letter to the members of the United States Senate is a 7-page 
unication covering their views pertaining to the basic provisions of 5S. 31838, 
ported by the Agriculture Committee to the Senate. On Page 6 of their 
er is contained the language concerning the elimination of section 307 men- 


labove. The language is as follows: 
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OWN DISASTER 


At the time a State suff 
not be required that t 
to make appropriati 
ev feed and seed supp 
ewhere 
costs would be prevented by a ray 
urance program into all counties whe 


n above those relieved by crop insurat 
Federal Government without a part 


; _ f 
i ipon mainte nance oj 


[Italie ours. | 
or. Those of us who el sely followed the debate in t 
Senate on ft Mac uson amendment to remove sec tion 307 from Ul 
farm omnibus bill feel certain that the major issue is whether t! 
disposal of surplus agricultural commodities is normal commerce, 

Pubic Law 664 does not apply to commercial cargo. It appli 
only to eargo financed by the American taxpaver which would no 
move but for the intervention of our Government. For commerci: 

vo, American ships must compete vigorously in the market. W 

int it that Wa} 

Few peopl have questlone d the application of 50-50 to shipmen 
which are obviously Government aid or gifts. We recognize that 
there are some who are hone tly hut mistake nly convineed that tit 
| transactions are commercial in nature and therefore the 50 
statute should not apply. We welcome this opportunity to dispel 
any remaining uncertainties as to the status of these transactions fo! 
foreign currencies 

In recent vears sections 550 and 402 of Mutual Security Acts hay 
specifically provided for the exchange of farm surplus for foreig 
currency. Public Law 480 transactions are, therefore, neither new 
nor fundamentally different from their predecessors. The goal 
increased farm surplus exports with distinct foreign-aid overtones 
Under these programs most of the currency received in payment 
returned to the recipient country in some form of economic aid 
The only basic difference is who holds temporar\ custody or title t 
these funds, 

How, then, have Public Law 480 transactions been construed a 
commercial? Partly it is because in Europe its commercial aspects 
though minor have been inflated while its significant aid aspects 
deflated It is also traceable to the fact that the transactions 
called sales and direct a maximum use of commercial trade channels 
Partly it develops from the fact that the consumer abroad buys the 
commodity in relatively normal process and has no way of knowing 
that the imported goods would not be available except for the 
generosity of the American taxpayer. 

Misuse of the word “‘sales”’ is a question of semantics. The use o! 
commercial trade channels is not significant since all our foreign-aid 
programs have required this by law. Payment in local currency has 
likewise been made by the foreign importer and ultimate purchase! 
since the initial days of the Marshall plan. 

The French farmer did not get his tractor under ECA for nothing 
he paid in frances. So does the French importer of grain under Publi 
Law 480. 
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Kurther, other elements of commercial sales are lacking. Agree- 
s are negotiated at Government level. Prices are not set by 
imereial standards. Losses are borne by the American taxpayer 
scller is hot free to use his receipts according to his own free 
ice. He is accepting nonconvertible currency. <All of these re- 
inducements made by this COUnLTY which could never be made 
a commercial exporter. If this were not so, there would in fact 
no need for a Government 480 program. 
What is done with the foreign currency accepted by the United 
ates in payment tells the real story. Reports prepared by the De- 
rtment of Agriculture show how the currency received in title | 
vrams is to be used A table indicatine this is attached as 
hibit 2. 
Senator Burier. It will be received and made a part of this 
cord, 
The table referred to above is as follows: 


Exuipir No. 2 


Public Law 


level pinent 
itegic mal 
curement t 
goods for other counts 
multilateral trad 


ec. 104 
nited 
ited 


g in Britair 


from the President 


Mr. O'}Conor. We will concede that market development, the 
surchase of strategic materials, the payment of United States obliga- 
tions, and perhaps a portion of the military procurement as end uses, 

present Government expenditures wherein we may substitute 

eign currency for dollars. On the other hand, all other uses are 
thing other than foreign aid. The facet is, as vou, Mr. Chairman, 
ointed out on the floor of the Senate during debate, that about two- 
irds of the foreign ecurreney proceeds are viven back or loaned back 

» the buyer nation, or are in other ways used for foreign benefits. 

Senator BurLeR. Senator, is it not true at that point that in all 

ses we must have the consent of the purchasing government as to 

‘disposition of those funds, no matter how they are used? 

\Ir. O’'Conor. That is so. This is absolutely so. 

This faet is confirmed by a Department of Agriculture tabulation 

ich we wish to submit for the record at this point. 
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Senator BurLter. The tablulation will be received and mad 
part of the record. 
(The tabulation rt ferred to is as follows 


TABLE IV Dollar equivale? of total foreign currency exp cted to become ava 
under title I. Public Law 480 agreements § qned through Apr. 15, 1956 


Total 
r rency 
rotal foreigr 


30, 1956 R purpos 


$19, 207 ] $31, OOS 

28, 514 

41, 830 

21, 700 

39, 542 

bia 5 ) 16, 042 
Ecuador 5 5 2 57 , 020 
Egypt , 66 , 600 
Finland ; 5,15 R04 | 
France il 650 
Germany : , 200 
Grreect 13, 7 } Y, 830 
Indonesia 6 5 96, 700 
Iran } $1 7, 56S 100 
Israel Zi. 5 y 666 
Italy ‘ 12, 638 37, 337 9, 975 
Japar &2, 823 371 3, 202 
Korea 7 aa 14, 608 Ag, 800 
Pakistan F 15, 300 : }, 300 
Peru 7, 870 ,277 , 147 
Spain 62, 641 54, 25s 900 
Thailand... 2, 000 2, 000 
rurkey 26, 564 4, 000 30, 564 
United kKingdor 15, 205 5, 205 


Yugoslavia-_. 110, 182 11, 662 S44 


Total 490. 190 437, 043 927, 233 


Che breakdown of the dollar equivalent of currency expected to be available for foreign-aid prograr 


fiscal years is shown on attached table IV A 
2 Includes approximately $18.6 million planned for purchase of goods for other countries which constit 
iid to third countries 
lhe difference of approximately $8.9 million between the amount of currency expected to accrue and t 
total of agreements signed is accounted for principally by the fact that purchases made under 42 complet 


purchase authorizations did not utilize completely the amounts authorized 

Mr. O’'Conor. We challenge anyone to find the private America 
exporter who could engage in these transactions on these terms. 

As related to this subject, much has been said that these are genui 
sales because of the dollar reimbursement which CCC expects 
receive from other United States Government agencies on accou! 
of these transactions. We hope that such reimbursement reaches 
anticipated levels. Nonetheless, as of March 28, 1956, 21 mont! 
after commencement of the program, it has totaled, as is shown 
exhibit 3, only $3,262,000, or less than one-half of 1 percent of t! 
cost of goods sold. 

Senator Butter. Senator, we will make at this point exhibit 
a part of the record. 

(Exhibit 3 is as follows:) 
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Exuipir No. 3 
Program reimbursement figures as of Mar. 


Thousands 
I auth orizs ition total_—___- = N 500, 000 


cost, total committed program , 207, 788 
n currency (market value) to be rece ‘ived ’ 936, 100 
r reimbursement to CCC for foreign currencies us sed 3, 262 


USDA Report of Title I Operations No. 34, Mar. 28, 1956. 


\fr. O’'Conor. We believe that the extent of foreign pressures to 
tain a reversal of the 50-50 policy are well known to this committee. 
ese actions have furnished whatever substance there may be to 
ims that 50-50 has denied us opportunities to move farm surplus 
certain countries. Four countries have been named: United 
ngdom, Denmark, Norway, and Sweden. Only Denmark has 
ected a specific sale, presumably solely because of 50-50. This 
iounted to $7.7 million. 
You have not been told whether Denmark’s need for these products 
re real, whether it had been satisfied elsewhere, and, if so, how. 
Che Department of Agriculture estimates that a total of about 
‘40 million of sales have been lost in the first year of the program. 
Department however has admitted that negotiations were not 
far along that any one of several issues could have been isolated 
being responsible for failure to consummate the transactions 
feel that the Department of Agriculture has lost its perspective 
proposing so readily to yield to foreign wishes in this matter 
en the Farm Bureau admits that refusal to purchase could be a 
luff.’ Yet their proposal would do the maritime industry serious 
uage by the same stroke that could not make a dent in the surplus 
posal program. Even if these claims were true, the effects have to 
balanced in the national interest. <A slight effect on the farm 
ram cannot possibly compensate for a major disadvantage to 
\merican maritime industry. 
glance at the chart, exhibit 4, attached to this statement shows 
rapid progress made in the Public Law 480 program to date 
25 billion—and how the program is actually well ahead of schedule 
low then can cargo preference be singled out as a serious deterrent 
» the overall disposal program? 
Senator Butter. Chart 4 will be made a part of the record at this 
Int. 
The chart referred to above is as follows:) 
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A, M. M. I. Exuisit No. 4 


DOLLAR VALUE OF COMMODITY AGREEMENTS 
SIGNED THROUGH MARCH 31, 1956 
TITLE I, PUBLIC LAW 480 
Millions 
of dollars 


5 billion-present authorization (CCC cost) 


$ 1,500 


1,400 


1,300 
— $1.26 billion 


055 


1,200 


1,100 


1,000 


Increased - August 1 


Original 
Authorization 


ATS "OIN"D ETF "M"A'M' S'S 'A"S"O'N DJJ 'F'M"A MS JAS ON DJJ FMAM 
1954 1955 1956 1957 


x PERIOD OF AUTHORIZATION, P. L. 480 > 


Compiled from various official 
announcements cf USDA/FAS. 
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Mir. O’Conor. It has now become meaningless to speak of the 
cf of 50—50 to the Cer Not only is that cost less than S4 million. 
just a fraction of 1 percent of the program cost, but no one has vet 

) suggest an alternative which would be more economical. In faet. 
Department of Commerce has shown that rather than being a 
ist to the taxpayer, 50-50 results in a net national credit via wages, 
irchase of goods, taxes, et cetera, all of which redound to the benefit 

the United States Treasury. 

\foreover, removal of 50-50 would eliminate the standard for 
deine rates as being fair and reasonable, contained in the Butler- 


lefson Act. Without American-flag ships foreign-flag rates would 


crease and the resultant delivery cost would far exceed the present 


ferential. 


t is less than worthy of 50-50 opponents to object to it on the basis 
it it destroys the free market for international shipping, The 
th is, and we think the record will bear this out, national-flag 
eference abroad, as applied to commercial cargoes, plus exchange 
rictions and other devices, have done more to destrov the free 
rket for American-flag ships in world commerce, and affect inter- 
tional seaborne trade than two score 50 50’s. 

We realize that specific problems dealing primarily with commo- 
's requiring ventilated or refrigerated space on certain routes do 
st. We are hopeful that this committee will help solve such 
‘blems with the coope ration of all interested parties, 
Representatives of the ba 4 oa industry suggested an 

hich would waive the 50-50 provision for commodities handled in 
ate trade with ut prior ownership by the CCC 

Senator BurLeR. Senator, may I ask a question at that point. 

rding the reefer ships that were discussed at the time of the 

ate on the floor, if we don’t have such ships available and they 
available in the world market there is no reason why they cannot 
them, is there? 

\ir. O’Cowor. None whatsoever. 

Senator Burier. Is it necessary, in your opinion, to have an amend- 
nt to reach that situation? 

Mr. O’Conor. We do not think so. 

Senator Butter. If they are not available they can use any ship 
V want to use. 

Mr. O’Conor. Exactly. 

This special provision is sought basically on the ground that these 
ansactions were exceptional and because in them the Government 
rely functions as a banker exchanging the foreign currency for 
llars. This amendment is scmunlotels unacceptable. As can be 
n in exhibit 5, an overwhelming proportion of all commodities 
indled in 480 transactions come from private stocks. The fact 
at any commodity comes from private rather than Government 

tocks does not make it commercial or exceptional. 

Senator Buriter. It will be made a part of the record at this point. 

Exhibit 5 is as follows:) 
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Exuipit No. 5 


val stocks under ti I, Public Law 


7, 147 
974 
, 380) 7, 564, 380 
262, 661 3. 262, 661 
, 850 2, 000, 850 
, 651 
ce 003 | , 281, 823 
Pound 37, 731, 700 38, 804, 400 
Bushel 4, 745, 835 
Pound , 374, 800 3, 606, 800 
Bushel 9, 318, 745 |-- 


Pound | 9, 899 419, 899 
d 207, 641 78, 601, 171 

51, 225 , 988, 741 

, 009 72, 321, 009 

, 162 44, 031, 162 


eulture 


\fr. O’Conor. The Government’s role in these transactions is muc! 
more than banket since it is in ho way free to use the foreign curren 
received as it sees fit except by prior agreement with the purchasing 
country. In this latter respect, the Government’s role is identic: 
egardless oO} the commodity involved. 

Senator Butter. That goes to the point I raised earlier. In 
of these transactions we have no freedom of disposition of these pri 
ceeds. We must consult the foreign government involved before we 
can allocate them or spend them. 

Mr. O' ‘ONOR, That is unquestionably the case, Mr. Chairman 
However, and in order to attempt to meet the objection which we 
think is not a valid one, it is our belief that the resolution of t! 
specific and] large ly isolated problem can be achieved administrative 
\ study of Public Law 664 clearly shows that it is wisely drafted 
cover overseas transactions of all noncommercial types, some of whic! 
are newly authorized programs. 

Public Law 664 has great flexibility of administration—it contains 
such expressions as “necessary and practicable,” “ 
“to the extent available,” “fair and reasonable rates,” and ‘‘fair ai 
reasonable participation.’? Our industry believes that avoidance of 
administrative rigidity will enable the Departme nt of Agriculture to 
solve particular problems which have arisen and may continue 
arise from time to time. This could extend to Agriculture adminis- 
tration of 50-50 on other than a ship-by-ship commodity basis, }) 
broadening the geographical areas be yond individual countries. 

Where American-flag services of specific type on specific routes ar 
not available and not like ly to be available, there is no reason why 
the Department cannot so stat ans incorporate such a determinatio! 
in the basic country agreement. 

Senator BuTLer. Senator, I thank you very much for that excellent 
statement. Have counsel any questions they would like to propound 
to the Senator? 


cross tonnage,” 
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Mr. O’Conor. | might add, Mr. Chairman, if I may be permitted 
. do so, that Mr. James B. Stuart, who as you previously mentioned 
here, does have a statement which we should like to ask that he b 
iven the opportunity to present. It might fit in and just give thi 
verall picture. 

Senator Butter. Yes, indeed. Will you proceed. 


STATEMENT OF JAMES B. STUART, PRESIDENT, AMERICAN 


TRAMP SHIPOWNERS ASSOCIATION 


Mr. Sruart. I have a full length statement which I will submit 


and request it be made a part of the record. 


(The document referred to above is as follows: 


ATEMENT OF JAMES B. StTuart, PRESIDENT AMERICAN TRAMP SHIPOWNERS 
ASSOCIATION CONCERNING 8. 2584 (ANDERSON-CASE BILL 


Mr. Chairman, my name is James B. Stuart. My appearance here is as presi 
it of the American Tramp Shipowners Association. That association is com 
sed of a substantial majority of the owners of American-flag tramp ships. 

{s you know, our tramp ships are essentially carriers of cargo in bulk. As 
h, our participation in “whi farm surplus disposal program under Public Law 


‘0 consists principally in the carriage of grain, Our tramp ships are well suited 


the carriage of grain because aa their ease in loading and unloading and beeauss 
ed of delivery is not essential. Other agricultural produets are generally 
pped on liner vessels, although substa ntial lots of grain also on go liners. 
May I again invite the committee’s attention to the fact that American tramp 
ssels receive no operating subsidy and have been held to be not eligible for such 
bsidy under existing law. Nevertheless, we have the same competitive cost 
sadvantage as compared with foreign tramp ships as our liner brethern have 
th their foreign liner competition. I can tell you categorically that without 
50-50 provisions of existing law it would be impossible for the American tramp 
et to continue in existence at anything like its present size. In the absence of 
erating subsidy, our tramp fleet would be driven from the seas almost immedi- 
ely should the 50-50 statute be repealed. 
The actual vessel expenses incurre 'd in the operation of an American-flag tramp 
berty is roughly $44,000 per month, exclusive of haunted interest on 
vested capital, administrative and general overhead expenses; the cost of oper- 
ing a similar type vessel in similar tramp service under foreign flag is as low as 
8,000 per month. Because of this cost differential, it is historically necessary 
the American tramp vessel to receive higher rates than competing foreig: 


tramps. Actually, at no time that | know of has the rate differential been in 
roportion to the cost differential. At all times our cost disadvantage has been 


greater than our rate advantage. (See Schedule A attached At the present 
ie, the rate differential between American-flag and foreign-flag vessels is smaller 
in normally, although our cost differential remains as before. Without this 
te differential the American-flag tramp ship could not compete in the world 
irket. But I should like to invite the committee's attention to the fact that 
en with this rate differential and the lower rate for carrying freight on foreign 
unp vessels, the profit made by foreign Liberty ships is far greater per ship 
der the farm surplus disposal program than the profit made by the United 
ites flag tramp. In othe words, if LWwo Cargoes of surplus graln are shipped 
the same time to the same destination, one on an American Liberty ship and 
other on a foreign Liberty ship, the foreign rate will be lower than the Ameri- 

rate; but the profit made by the foreign ship will be several times as gre eal 
that same voyage with the same cargo as will be made by the Americ: ag 
ssel. This is clearly demonstrated in the graph attached hereto as schedule 
owing the relationship of American tramp rates and cos { 


If the applicability of the 50-50 law to agricultural su 
ssage of 8. 2584, I feel that a mjor portion of the Ame 

sappear. Even with the 50-50 provisions, there is only 
sting American tramp ships. Had there not been a 

), all of us would have been bankrupt today because o 
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My knowledge « he actual scope of the farm-disposal program as 
limited. But I have been informed that at the end of the first vear of the f 
disposal program, two-thirds of the $700 million initially allocated to the pro 
for a 3-year pr mitted and that an increase in the ceiling from 
million to $1,500 million was made by Congress. I am further informed that 
commitments under Public Law 480 now exe ed $1.2 billion with the remai 
$300 million already subject to negotiations. Certainly these facts and f 
do not indicate that the 50-50 clause has neen anv handicap to the disposa 
farm surplus. In the absence of proof of any such delay resulting from 50—5( 
respectfully urge this committee and the Congress to avoid action which w 
cause irrevocable damage to the American tramp fleet without doing anythir 
assist the farm program. 

In my opinion, American farm interests and American shipping interests 
closely allied. I believe that attempts by certain farm groups to seek eliminat 
of 50-50 result from a lack of understanding of the true relationship between t 
two groups, and without properly evaluating the source of the portests by si 
nations. May I point out that if the farmers of America are unable to exp 
the American-flag tramp fleet would be sorely handicapped, as much of our \ 
is in the carriage of their export grain. Certainly we rarely carry commoditi 
foreign nations. If any hindrance is placed on the farm-disposal program, 
any diminution is placed on its volume, we suffer in proportion with the Amerci 
farmer. Conversely, if the American tramp fleet is forced from the seas, 1 
American farmer is at the mercy of the foreign shipowner. If the foreign s} 
were then to become unavailable, or if foreign shipowners were to raise tl] 
rates, it would be impossible for the American farmer to ship his surplus and t] 
impossible for him to sell it abroad. History shows that happens to Americ 
farmers when American ships are not available. When there were no Ameri 
tramp ships available in World War I, foreign tramp rates rose over 1,400 per: 
between 1914 and 1918. When the British had their general strike in 192( 
American farm cargoes backed up at east coast ports, their markets were lost, 
many cargoes spoiled. The beginnings of World War II drew many foreign-fi 
ships from their normal uses of serving American commerce, including far 
exports. During the Korean incident, it was only the availability of the larg 
private American fleet in operation, and the reserve fleet which these operator 
could manage for the Government, that enabled our farm exports to move. M 
thought is that if you do not protect and preserve this American fleet, the day v 
come when the American farmer will be at the mercy of the foreign shipow: 
Our position on this point can be summarized by saying that we should not forg 
the long range ship needs of the American farmer because of the present pres 
of foreign shipping interests. 

The American shipping industry has learned to rely upon this committee 
explain the problems of the industry to the Congress. We hope you will urg 
the Congress not to kill the American tramp fleet because of pressure of foreis 
ship groups exerted through their government’s spokesmen. With the mon 
expended on 50-50, our Government gets carriage of its surplus commoditi 
But it also uses this same expenditure to maintain a tramp fleet, at least on a ter 
porary basis. And in the absence of an operating subsidy, 50—50 is the only 
that I know of to maintain our tramp ships in operation. We hope that you ca 
convince your confreres in Congress of the importance of maintaining this fleet 
and of the fact that to do otherwise would only result in increased cost to the 
agricultural disposal program, the demise of our tramp merchant marine, and thx 
long range detriment of our farmers by depriving them of an assured means of 
transporting their products abroad in future years, on American ships. 
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AMENDMENT 


Mr. Stvart. | would like to briefly summarize the contents of tl 


Statement 

senatol \ I would be happy to have vou do that. 

Mr. Srvarr. My name is James B. Stuart. I am president of thi 
American Tramp Shipowners Association which is composed of 
substantial majority of the owners of American-flag tramp ships. | 
am appearing in opposition to the passage of S. 2584 under which 
American-flag tramp vessels would be deprived of the carriage of 50 
percent of our agricultural surplus sales now reserved to them under 
Public Law 480 

Our tramp ships are essentially bulk carriers. They participate 
the farm-surplus disposal program in carriage of bulk grains und 

ublic Law 480. If the bill S. 2584 is passed, the 50-50 law would 

not apply to these cargoes and within a short period of time the majo! 
portion of the American tramp fleet would be forced out of business 
because of the resultant lack of cargoes 

Senator Burter. Mr. Stuart, I think it was the estimate of th 
Chairman of the Maritime Commission, Mr. Morse, that such 
event would tie up atl least 70 percent of our tramp fleet. Is that 
correct 


Mr. Stuart. I iquestionably 
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» ships In certain operations were 

he rates of the foreien-flae 

from soaring to higher levels, 
nator Burter. Mr. Stuart, for pury 
that the American tramp rate Is prec ely 
You 


mpetition with the foreign tramp rate? 
er of any subsidy or anything of the kind 


( npetitive market for these ea 
irr. That is correct, si 

at was the stetement I was 

ise Merchant Marine and Fisherie 


ump rates the present time have re: 


tramp rates. 
Senator Burter. For the purposes of 
. t 


niliar with that fac I wanted to make it perfect 


ord that the American tramp Heet receives no 
is on its own and subject to all foreign competition i 


Mir. Sruarr. And when we realize the tremendous e 
t 1 


on of the American ship in relation to the foreign ship 


iat significance that really has. 
Senacor Bi rLER. Now vou sav that the Pap Is completely closed 
harges exactly, per ton, 
carriage, What the American tramp operator charges 
Mir. Stuarr. Yes, sir. I dare sav if it were not for the Am 
amp ships which are controlled by the fair and reasonable clau 
statute. we would find that the foreign-flage rates would be 
And in actuality the American tramp 


‘ar : 
nd that the foreign tramp operator now « 


rher than they are today . 
leet, with the control of the rates, acts as an umbrella over the en 


tay 
Li 


] 
larkKket, 
Senator BurLter. We have had many instances of that in 
vere we did not have the American merchant marine shipping 


almost 


tne pas 

ale 

ind our ocean shipping rates increased SO drastically It Was 
inpossible to ship anything. 

Mr. Stuart. It was argued by opponents of 50—50 that some nations 

have refused to buy American farm products as long as this regulation 


It was found that only one nation had turned down a 


prevails. 
As lit devel- 


proposed purchase because of the 50-50 requirements. 
oped, the country involved, a maritime nation, in conjunction with 


other foreign shipping groups, seemed to be using their governments 


oO 


to seek to get for their own flag ships not one-half but all of the carg 
shipped by the United States under the farm-surplus program. 
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| fully C4 ered all these claims and presented LWo facts in 
prepared tuatement which i have already submitted Lo the cOomMm- 
mittee. I believe it is of prime importance for anyone concer 
with the welfare of the American merchant marine to analyze 
the American-flag tramp participation in foreign co: 
met 
ite vour attention to the faet that durine 
1955 American-flae vessels carried but 3.4 mill 
exports almost exclusively 50-50 carevoes 
million tons earried by foreign-flag ships 
2584 would be a disastr 


passace of S 
ment of our American merchant mai 
that 67.4 pereent of our United Sia 
reign commerce consists of tramp 
ve need aus hever before 2 fleet of nel 
to protect our nation: | interests? 
Nation’s history we have permitted o 
We paid heavily for those lay 


ly ict \ 50 ) Is the on] 


nhpon 


Cars, 
iarmer 
Lmierien Lt an Mardy , nil » and he: 


Americal ‘Chant mart an asstred means of transporting « 


American farm prod cl abroad, 


| 
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facts, Mr. Chairman, that the passage of S. 2584 would not decrea 
but on the contrary would increase the cost of our agricultural disposa 


re | ype that vou can convince your confreres mn Congress of thi 


program; that such passage in effect would be fostering and developin 
foreign merchant marines to the detriment of our American merchant 
marine; and finally, that such passage would result in the early demis 
of our American tramp fleet, a segment of our maritime industry that 
is essential for an adequate and well balanced merchant marine, 
Senator Burter. Thank you, Mr. Stuart, ever so much, for yo 
‘ellent remarks. 
Purdon, would you like to make a statement? 


STATEMENT OF ALEXANDER PURDON, EXECUTIVE DIRECTOR, 
COMMITTEE OF AMERICAN STEAMSHIP LINES 


RDON. Senator, I appreciate the opportunity but I think 
excellently covered by Senator O’Conor. Ho 


Lo perhap emphasize something that the Senator 
cussing in connection with his last paragraph. 
the Department of Agriculture has had sufficient 


his law was enacted and this program was begu 


perience since 
1 
{ 


iat they need not be as rigid in their interpretations. I do 1 


{ 


intend LO moply that they should be loose Had | been working 
the Department I would have been very rigid in my interpretation of 
the law in the beginning because T would have had no experience wit 
? } 


it either sut in the time that they have been experimenting with 


they have gotten to know how the thing works 
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uded criticisms of the statute itself 
that 
AS ase ti 
ve just decided ther don’t like it 
nk we have done it again 
founded 
\nd SOLE 


wuppy to say 


hy ¢*] i sP1OT 


Ailel| 


earher that that is not trulv a di 


etion If the re is no America ly 


e of the type that is required for the transport of apples from 
area Where they are required to be transported from, the law just 
s not apply. If the law does not apply, 50-50 is not a factor. 

the foreign critics, it seems to me, have merely said, ‘We would 
vy your apples except for 50-50,” when the truth of the matter is 
it 50-50 is not a factor in the consideration at all. So I do not 
k that it is a valid point at all. I think Senator O’Conor, in the 
paragraph of his statement, pointed out quite adequately that 
sis not something that the foreigners can make claim to. 
Senator Burter. Mr. Purdon, I have a question that 1 would like 
ask you. I don’t know whether you have any knowledge on it 
not, and I don’t know whether there is any foundation of fact to 
question, and [ hope you will accept it in that light 
Do you know of any instance where vessels which are pec 
on withheld by their foreigt 
the purpose of embarrassing the admimistration of this act? 
\[r. Purpon. I know of no suel stances, Senat 
Senator BuTLER 


le tioh is that 


a 
: | 
trade, such as reefers, have | 


introduced in 
would be done to embarrass the Governme! 


1 } 
‘ 


in the operation of this statute l wondered i 

eestion that that had been done. 
URDON. Senator, L know of none such While 1] 
with our foreign friends and some of their arguments and 
in this regard, I would certainly hope that they would not 


to such tactics. However, it must be noted that some of the 
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STATEMENT OF RALPH B. DEWEY, VICE PRESIDENT AND WASH 
INGTON REPRESENTATIVE, PACIFIC-AMERICAN STEAMSHIP 
ASSOCIATION 


curope te 
‘sult of the void creat 
bookings In) 
advance There Wos 


kings for this fruit 


adoesnh | SUPDOSE 


‘from the we 


extra business that may have arisen bee: 
reeze in Europe, might have meant tl! 
nee loss to a lot of fruit shippers on the we 
But it wasn’t a lack of markets, if wasn’t a lack of exchang: 
was a lack of shipping space that frustrated such movement. 
For the agricultural people who have come before us—and we ce! 
tainly appreciate their views; we have learned a lot about their bus! 
ness—I think for their own benefit they should take a look at the 
service that is offered and ask the propel authorities to investigat 
why it is there is no American service 
Senator Burter. Thank you ever so much 
Mr. Bourson. Are there any reefers in the reserve? 
Mr. Dewry. Mr. Bourbon, as I reeall, within the last 7 or § 


) 


months, 2 or 3 full reefer ships owned by the Federal Government 
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ich have been on charter to west coast comMpailes, have been 
eturned to the reserve fleet Those ships were operated yy private 
ompanies, but the primary business was carrying of military refrig 
ated cargo. | can only presume that the military cargo carried 
those ships dropped olf, and the ships were returned to the fleet. 
Within the last 6 or 7 months the situation may have changed 
\Ir. Bourson. Would it be rather expensive to break them out for 
me or more journeys? 
\Ir. Dewry. Mr. Bourbon, it is very diffieult to use a full refrig- 
ated ship in certainly any trade route that | know of, with the pos- 
ble exeeption of the banana import business. Refrigerated com- 
odities are a luxury. Their cargoes are subject to spoilage on 
rrival. They must be received in parcel quantities, by and large 
herefore, a full refrigerated ship is not the sort of thine that private 
panies can build and expect to make a great profit on It has to 
in parcel quantiti s, because that is what the trade demands 
[eis worthy of investigation, however, as to whether the Govern- 
nt refrigerated ships might be availa 
Mr. Bournon. It seemed that in su 
exaggerated demand for Europe, it might have justified it, 
tified APL to break out ships LO Carry iron ore to Japan. 


Mir. Dewry. That answers the question that I first raised Su 
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le, | just don’t know. 


1a Situation where the r¢ 


| 
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se those reefer ships were in lavup, and suppose it were possible 

vut them in the California-to-Europe trade. It just so happens there 
no American company to operate them. The only peopl Vou 
nuuld charter them to would be foreign flag. 1 don’t think that can 
done under the law. 

Mr. Luckry. Mr. Dewey, as a practical matter, when is the first 

ailable reefer space available from the west coast to Europe at this 
time? 

Mr. Dewey. [ had been previously advised there was no reefer 
pace until January 1 of next year. I was misinformed on that. 
There is no refrigerated space for the 1955-56 shipping season, which 
or various types of fruit and even for various varieties within the 
type of fruit-—in other words, various varieties of apples and various 
varieties of other fruit—it is a different termination date on shipping, 
But the 1956 season | presume ends in late spring. There is in the 
room a representative of the Apple Growers Association. Perhaps he 
an enlighten the committee a little more accurately on that point. 

Senator Burter. Mr. Williamson, would vou like to make a 
omment? 

Mr. Huau 8S. Wittramson (Association of American Ship Owners 
Thank you, Senator, for offering that opportunity. I am sure | 
ecouldn’t add anything to the excellent presentation that has been 
made, 

Senator Butter. Mr. Shapiro. have you any statement? 

Nir. SHAPIRO. No, thank Vou, unless there are some questions 

Mr. Luckey. Mr. Stuart, Senator O’Conor’s statement recom- 
mended that the geographical areas, the interpretation of the geo- 
rraphical areas, be broadened beyond individual countries and in 
administrative rulings by the Department of Commerce What effeet 
do you believe such a broadening or more liberal] interpretation would 
have upon tramp steamers in regard to the statistics you submitted 
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‘hant Marine and Fisheries Committee, the Departmer 
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American and foreign ships was $3 million. However, 
Government spokesman submitted data pertaining to 

onomy resulting from the American ship carriage of 
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| m rejuvenate their mereh ma ) 
r general economies The fore 1 is were 
se ships at the same low price accorded United & 
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be multiplied by 
8 to 10 years their approximate $1 billion investment 


Yet these are the same shipowners who are applyi! 
ts and to our Government aimed at secuttling 1 
the two nations which are spearheading the dr 

ted Kingdom and Norwa The shipowners of 

1 218 ships and the Norwegian shipowners purchas¢ 
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‘ ore ( ( Uy ed States flag mer 
ic l under the Ship Sal Act of 1946 
1 Feb rv 28, 1948. In order to fully underst 
lerived by foreigi powners and foreign nat 
of 1946. w race the value of one Liberty dry-« 
Phe net sales price of the Liberty dry-cargo 
31.5 peree of the domestic war-construction ¢ 
r-CO ruc on cost as of 1944 was $1,728,590 
( dor estic prewar ¢ St as O Janus oh. 194], 
price of the Lil rty dry cargo si Ip Was 
prey y = 
by 1946 to Mare} LQO4S to December L955 
: ps for a period of 8 to 10 vears During the 
t ot ps ont WoO! is ianes Chis n 
( We remind vou that despite the fact 
psi 1¢ lower tha the operating eos 
U3 i state ig ers receive the s 
r rates nder lite it1o ( ferences 
iften « Land, in fac it times excee 
| PSHE ] tru { il 1 loreat War pe 
| CAI ing Govern nt cargoes pon whiel 
( ( er to “make 
t \ Oo st | Y COMpanti 
t il profits of capita nploved Theref 
e dat e Kn t ttl profits of the for 
t els Ly ners rea ed profits ich full 
‘ nh irom the 
S Act 
Né Ye ‘| mes report 1 that Libert drv- 
4 ‘ | f st ve r det! i led a price of »1 
ch toc ice dur t} itter part of 1955 econ 
yf $544,506 the foreign shipowners in an 8- to 10 
e they purchased their ships under the Ship Sales 
their capital asset and realized a high profit, but 
t which is worth more than twice the purchasing p 
mn to the total number of 1,113 ships sold to forei 
ering story. The total amount paid for the 
his figure was easily equaled in profits earned by the 
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\\ Lp ired ( e Hi \I ha Mi ea | f ( 
as o} ( ed anal {fi of 50-5! 
I dis} il } If tl ud \ 
at 50 O wa ’ Vf { title T prograr 
In tl tudy of ! wn CG 
0-50 n WHY prepond CO 
’ ) f ent 50—50 \ | 
OHO \ \) Fart , , Wad. i? 
623.000 fan “ It ‘ } } i} eve } ( 
0 tl 90-50 pl p it vil 
{ n f f 50—50 
irge org hich 1 pa 1 0-5! 
n<¢ ‘ t t OWS 
Am Federation of Lal 1 Cong Ind 
ZA ) ( Cptit () 
National Farmers U) TOO, ( 
N at {3 SOHO, OOF 
Chamber of Commerce of the United St 700, 000 
\me! n Legi 2, 523, VOO 
\merican Legion Ladies Auxiliary 1, OOO, OOO 
Veterans of Foreign Wars 1, 300, OOO 
Veterans of Foreign Wars Ladies Auxiliary 375, 000 
From a glance at the membership of these organizations, if evider ha 
great proportion of the adult population of the United States has expre 
through forma! resolutions of their organizations, the desire to maintain the prese? 
American law which provides that American ships shall carry at least 50 perce 
of our Government-generated cargoes. 
We are hopeful that vou will sueceed in your fight to objectively and realisti- 


cally convince vour fellow Senators that our Nation must rely upon our 01 


merchant marine to develop our foreign commerce in peacetime and to ser 
the fourth arm of defense during time of war. We are hopeful that you wi 
able to convince them that in order to achieve even a portion Of this goul 
necessary for our Government to do its utmost to protect its own merc 
marine. This includes the retention of the 50-50 law (Public 1 664 
applies to United States Government-generated cargoes, including 0 
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SO tural commodities which are ‘‘purchasea”’ by for 
itv by United States dollars. 


iere is someone else who would like ti 
d the record open until further notice | 


a 
_ 


eupon, at 11:13 a.m. the subcommittee was adjourned. 
Subsequently, a statement was received from Capt. John M 

Bishop, secretaryv-treasurer of the International Organization 

\ Laste l \ late Ss and Pilot 5, A FL-( aa ), for inclusion in the record, i 


Also, Senatol Spessard LL. Holland transmitted to the committ 
f April 26, 1956, from Marvin H. Walk 
Hnherai Mal i. ida Citrus Canners Cooperative, Lake Wales 
Mla. and from James C. Morton, chairman, Export Committe: 
riorida Citrus futual, Lakeland, Fla., requesting that they 


elegrams inder date ¢ 





1 
neluded { ecord a. i@V are as follow 
ended 30 is a statement from the National \pple Institut 
- ! Si ‘ presented t the ] il os, as follows 
- ( ] N ISI SECRI y-11 URER ON 1] 
( TION O M RS MATES AND PI 
\] CIO 
pre 1e pK yn of I 
\I 1 P 5 W } per to ne >() 
| | O64 el 1 t eC] te) ( 
4 I veme of ag ral surplus comm« 
} | {) 
l ( Iza vholeheartedly support your committe 
n the 50-50 law as it applies to our foreign-aid car 
Chis is ne small answer to the problems of our ailing merchant fleet, but the 
u! ‘ are « ie mMOst Vital important at this time 
We pled our support vour efforts to rehabilitate our merchant mar 
a will adequate to develop our foreign commerce in peacetime and 
{ na 1 OF GeTtense in Wartime 
We have followed the hearings on this subject held by the House Merchant 
Marine and Fisheries Committee very closely, and we feel that the facts develop: 
the hearings are conclusive enough to convince the most hitherto uninforn 
Government official of the need for the maintenance of the 50-50 cargo provis 
throughout the entire foreign-aid program. That all segments of labor sul 
cri 0 the provision is reflected in the resolution which was unanimously adopt 
by the American Federation of Labor and Congress of Industrial Organizati 
1 rlmng Lie nt 1 nstit il hal CONV tl yn) i LD. ‘fembel LOSS: 
Fif fif law Che te ( f the ¢ ro preference or 50-50 law $ 
( . l 1 States pping, even though e maritime ind 
elt that it be f ind proper to insist upon 100 pereent Without the 
e | ited States Government-generated cargoes be earri 
I Hite i Stautes-fl : ly I ireds of s! DS Wo d | iVe to be id] d and thoi sands 
f I \ ! f foreign shipowners, along with the United St 
nd > cr] ral dey ments, has condueted a contir ing campaig! 
We erefore urge that the 50-50 law be made permanent 
| ges of visions as argued |} he representatives of tl 
Der \oric ré f s to have the clause eliminated (1) loss 
ul 1 ve con lities abroad, (2) added cost to the farm progra 
d pering efforts t btain trade liberalization on agricultural ¢e 
dities hay n successf v dispelled Che resulting opinion of even 
epresent es of t \g ture Department who testified before the hearings 
f i 20-50 law has 1 Lurt but—looking from a long-r¢ vie 
s acti v beer fr benefit in the overall dollars-and-cents anal 
To the charge that the farm products disposal program had been hampered, the 
record licates that it has not. The 83d Congress put a limitation of $700 million 


for the 3-vear program on t! riginal Public Law 480. Of this figure, $435 million 
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was established as the ceiling for surplus agricultural commodities to be disposed 
of during the first year. By the end of the first vear of operation of the progr: im, 
he pressure Was so great for an increased authorization to meet the demands of 
the foreign governments who were eager to take advantage of the program, that 
the funds were increased from $700 million to $1.5 billion. To indicate the 
successful movement of farm surplus,we have only to note that at the ending of 
he first half of the 3-year period for the presently authorized program, one-half 
of the $1.5 billion of farm surplus had been committed for disposal n testimony 
before the House committee, officials of the Department of Agriculture reflected 
that the program has been more successful than had been anticipated. It should 
be noted that additional requests were made by eligible countries, but because of 
the limitations imposed by the United States, Treasury, State, and Commerce 
Departments, their requests could not be considered during the vear 

Viewing the program from the financial angle, the charge that the 50-50 law has 
imposed an undue burden is easily refuted. Such a charge wilh iot stand up under 
even a casual analysis 

Through February 1956 the ocean-freight costs of the program have been $53 


nillion. Twenty-seven million was spent transporting goods to Korea, Thailand, 
Turkey, Yugoslavia, and Pakistan. These countries do not have sufficient 
merchant fleets of their own to be able to transpor these commodities and their 


1 


currencies would not have been acceptle d by countries with merchant fleets for the 
freight charges. (¢ fonsequently the dis sposal of urplus farm products to these 
ountries has dept nded on | hited States dollars to pay for the shippi gy costs, 
Without the use of our own fleet, these most desirable negotiations for surplus 


ommodities with these countries would have been impossible. 


lwenty-two million dollars went for carrying surplus goods to countries which 
ither have merchant fleets or whose currency would be acceptable to foreign 
maritime nations. The argument put forth was that, if foreign nations were 


permitted to earry all of the surplus cargoes, the money could be spent for more 


lisposals. However, in speculatio! ; for a change in the procedure, neither 
fficials of Agriculture nor the International ( ooperation \dministration sug- 
gested discontinuing the use of part of the money for freight. The feeling ex- 


( 
ressed by them was that the use of dollars for freight carrying had definitely 
ised the consumption of some sales and made others possible which could not 


have been completed otherwise The balance of $3 million represents the tramp 
rate differential between United States and foreign tramp ships. It was ab- 
sorbed by the United States in accordance with the law. This $3 million is less 


than one-half of 1 percent of the total program costs to date, but it has been the 
financial boost needed to keep our skeleton fleet of 70 tramp vessels in opera apr: 

Aside from the national-defense benefits provided by our tramp fleet, which all 
lepartments of the Government agree are v ital, the use of these vessels for carry- 
ing foreign-aid cargoes at rates fixed by the law of supply and demand has had a 
very real influence in keeping the freight rates for all nations within reasonable 
limits. 

Many witnesses testified before the House committee that foreign-flag rates 
have been as high as and sometimes even higher than United States-flag rates. 
Considering the much lower operating cost of the foreign ships, it is clear that 
most of them would have made a financial ‘‘killing’’ had it not been for the com- 
petition provided by our own tramp fleet. 

$y way of an indirect subsidy from Maritime to Agriculture, the Department 
of Agriculture has been able to save a substantial amount of money through the 


use of ships in the various laid-up fleets for grain storage. This saving has been 
roughly a at some $22 million per year in storage costs. 
Part of the difficulty in having the 50-50 law applied in spirit undoubtedly comes 


from a lac ‘ of understanding by many Government agencies of the terrifie handi- 


“ap under which the United States merchant marine com] 
fleets of foreign nations—all of which enjoy lower operating costs—at the expense 
f lower living standards than our own Nation. 

Without a boost from the Government via subsidies, direet or indirect, our 
fleet could not operate. To point up how vitally important 
cargoes are to our fleet, we nee d only tore view the 1955 shipping figure Ss. He re ign- 
iid cargoes made up 78.5 percent of the business of the tramp fleet This fleet 
had shrunk from 130 vessels in 1954 to only 70 in 1955. Clearly, without these 
cargoes the tramp ships would all be in layup. 

Foreign aid made up nearly 20 percent of the cargoes carried in Americ: 
flag liner vessels. The United States-flag liner companies receive subsidies from 


the Government to offset the operating differential between them and ships of 


etes with merchant 











ie 
I 
2) 
\\ 
T) 
PI 
] 
Senator 
(J 
DEAR 
before } 


WARREN G 


Mac 


an, Senate 





ate Office 


Subcomm 


( 


Bu 
SENATOR MAGN! 


ittee 


( 


7 





DME» 1 CARG( PREFERENCE STATUTES 
paid o1 ag auspice 
) | There Is @Y eertall 
| ( } (, ! t shares 
yf e-half of all pronts | 
te ud cargos | \ 
~ i ~ mA unt 
4 : oe | ed State fia 
{ Le 50 iW l> I ar 
H ( t 5 Ing 1 e Depart er 
| ral 1 SU f peration and tl 
is ae ( 
r CG t offic und of the pn 
| ea ® l ( | it \ 
1 recently as the Korea 
bn ( 1 sorry ad il ol ! 
| for lack of i 
| I ~ SSID ( 
(y 1a co ] ot { 
| C : und l ma more 4 
) I natio ( } 
i list 1 Sta N 
I } \\ | { 
{ dD. ¢ 
tin i from fi 
nd for approximatel 
i ) 1 ler S. 2584 for remo o f 
l g 1 priva lv owned agr 
1 of Pubhi aw 480 should be moved 
Wi heartil iprove positio! vou have t 
( rd of S« i subcommittee hear 
Marvin H. WaALKeER, 
if Oe | ( Cann Coop 
LAKELAND, Fta., April 27, 19 
i DD. ¢ 
I t P ll Dp rting the 7) a 
ing om Public I] 664 the provision w 
wricultural commodities otherwise elig 
{ ed 50 per nt wu Ay Leri¢ in-flag Vvess 
forn pen meeting of Florida Citrus Mut 
r 17, 1955 hen resolution urging removal of 
I ail r citrus products was unanimously ad ypt 
{ Mag ison’s S pcomnitter 
} 


on Merchant Mar 


JAMES C. Morton, 
Co tee. F / 


fio 1 Citrus M Lua, Lakeland, F 


NATIONAL APPLE INSTITUTE, 


Washington, D. C., May 2, 1258. 
fee or Inte rstate 


17 Foreian ( ommerce, 
ng, Washington, D. ¢ 
\ brief statement supplementing my testimon 
Merchant Marine, o1 


hn cargo pre ference in relation t 
I hope it will be possible to include this additions 


AMENDMENT TO ( 








We appreciate \ r interest, and at of tl rea { repli 
suit Mar»rine hh recoe l t i le 1¢ tVOrinh O ir prot \\ I 
ire that a workable answer will prov 1vivantageous i 1 l 
rned, 
sincerel 
TRUMAN N i I e Secretar 
Sul EMENTARY 8S rEMENT BY TRUMAN No.Lp, Ix! \ SECRETAR 
NATI \PPLE | riTUT! 
In light of further information brought forth in this hear i a 
‘ {mel we ori ullvy pro} 1 WO 1 draw « ya! ol ed l 
ended A bette pre ) vould be ¢ ot effec i e require 
shall not appl O transactions under Publie Law 480 pl ( ed ct 
lities In whose ¢ port sale | priva rad he Co odity Cred ( DD 
re SiN 1 ) Ot I ’ } a) a TAl ' rv? \ ‘ ( t ( ¥ 
c\ 1 1 pa nent 
Phat there is a material distir » be made mitra \ t} 
neral description of Publie L ISU transact ( 
half of the rs ions represe t! f i ul f | 
\goree ie { are hegotlla 1a ¥el ! nt cure ( ( } 
reial standard | es are borne (merica ixpaye!r | ( 
iree to Use 8S ret | accord ) ree I 
In our case, all apple prices whether for domestic or export sale are a 
n Clally, « tl market, | Ve 1 elle wid a t I 3 
overnm ul price deter} tio | grower or handler it he ca 
resale on the o r si bv tl mips risa ! No | 
pnsactions, whethe 1) e selle or | I 











| | | s described ir pl { no 
) these facts as well as ft he perishabuity ol commoadlit 
his of course 1s a phase ty ble Publ Law 480 a y \ I 
hadowed bv the pro ms Ol pr Ippo! i noalit 
overnmental and privat 
| der these circumstance oly LO { ( { ( ' a rh « - 
» nor ecommitmer n the export price, 1 tiatio it go 
ul mply wit he Oppor nit t 1 S a wil, and a i i 
m the whole movemet Lhe pa of the CC ( j ed oO} 
Pl ecu! ! VW I do} a Lin! L nye se Ol 
Important as the latter problem ma in otne! I t ae I t 
Vnich y LV e Or! LV 
on grounds ( nAanee 
iii ali atishe the a 1 l 
a md ly pe ca O I 
‘ ( hipments w ld 
rization would be dé | 
ind to us it is important that the line should be kept clear and recognizal 





